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[17956] GEORGE W. SPAULDING. 

• • # 

Cross-Examination. 

By Mr. Wahrenbrock: 

• # # 

[17976] Q. Will you explain the method you used in ar¬ 
riving at the conclusion that 35 per cent of the total back¬ 
feed—that at least 35 per cent of the total backfeed in 1946 
was used in connection with the requirements of the Penn¬ 
sylvania Railroad? 

• # • 

[17978] The Witness: For any hour in which there was a 
net amount of energy received at Safe Harbor over the 
220 kv circuits from Baltimore to Washington, I first pre¬ 
sumed that a portion of that energy was received for the 
purpose of supplying interchange or used in connection 
with interchange arranged by Penn Water with its Penn¬ 
sylvania customers, involving additional generation by 
Baltimore Company in order to do so, and therefore it was 
proper and is proper to recognize that the first use of that 
backfeed was for such interchange because had there not 
been interchange there would have been less energy re¬ 
ceived. 

The second step was then to determine how much of the 
remainder was converted by the frequency changer at Safe 
Harbor from three-phase sixty cycle to single phase, twenty- 
five cycles. 

By Mr. Wahrenbrock: 

Q. Can you explain how you did that? A. Yes, I 
did that in two ways. 

In order to determine the ma ximum amount of such 
backfeed used in connection with railroad services, I as¬ 
sumed that all remaining backfeed after adjustment for 
interchange transactions was so converted, and using that 
method of determination on an hourly basis, I found that 
about 43 per cent of the [17979] backfeed was used in con- 
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nection with single phase and railroad supply to the Penn¬ 
sylvania Railroad. 

Then in order to get any possible limitations or other 
assumptions someone else might prefer, I used a second as¬ 
sumption and arrived at a second answer of 35 per cent of 
the backfeed used in connection with railroad services, by 
assuming that none of the backfeed remaining after ac¬ 
counting for interchange transactions was available for 
conversion until all of the sixty cycle generation at Safe 
Harbor, plus all the infeed at Safe Harbor from the 66 kv 
circuits from Holtwood Company was first used for con¬ 
version and then the remainder, if any, was assumed to 
come from the backfeed from Baltimore as indicated by the 

notes on my work sheet. 

• • • 

Q. Let me ask you a question now, first about your first 
assumption, which as I understand it was that the flow of 
energy from Maryland onto the Safe Harbor bus is a flow 
of energy which is first used for the supply of interchange 
energy delivered by Penn Water to the Pennsylvania cus¬ 
tomers, is that correct? [17980] A. That is generally 
correct, yes. 

Q. That assumption is an assumption not that the en¬ 
ergy received from Baltimore is actually the energy which 
is delivered by Penn Water to the Pennsylvania customers 
at the points of deliveries, but that as a matter of economics 
of the operation of the business you treat it that way, is 
that correct? A. No, I do not think I would agree with 
you and I think I stated before the reason for treating it 
in that manner. 

The economics of system operation determine the 
amount of interchange transactions, namely the amount de¬ 
livered by Penn Water and Safe Harbor to its Pennsylvania 
customers as interchange. Whenever such transaction is 
arranged for, it generally means that Baltimore will in¬ 
crease its generation or that Washington would have to 
increase their generation. 
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That, at times may result in backfeed from Maryland 
to Pennsylvania over the 230 kv circuits. "When it does 
result in such backfeed I know as an operating man that 
the only reason there is backfeed is in order to supply en¬ 
ergy for use in connection with these interchange transac¬ 
tions. 

I am not interested in the slightest where that energy 
goes in a tracing manner. I am interested in the purpose 
for which it does come back from Maryland to Pennsyl¬ 
vania. 

Therefore, in everything that we do today, and every¬ 
thing [17981] we have done for years Baltimore Company 
and Penn Water have always recognized that that backfeed 
is first used in connection with interchange transactions. 

It was only natural then that in preparing this work¬ 
sheet and this figure that I would use exactly that same 
procedure. 

I cannot answer the question of where it went as a 
matter of physical fact and I am not interested, I am only 
interested in the purpose for which this backfeed was re¬ 
ceived. 

Trial Examiner: Now, let us not repeat unneces¬ 
sarily. 

By Mr. Wahrenbrook: 

Q. The same explanation applies to your second pre¬ 
sumption, does it not, your second assumption? A. 
Which one ? 

Q. That is, that none of the remaining backfeed is 
available for supply of the railroad until all of the 60 cycle 
Safe Harbor generation and all of the infeed at Safe Har¬ 
bor from the 66 kv circuits from Holtwood has first been 
used for the supply of the railroad’s requirements? A. 
In that connection, I do not agree with that assumption; 
but I was afraid that someone else might want to use it and 
I wanted to show the extreme possibilities, on any possible 
assumption that one might use, what percentage figure one 
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could get and that is the reason I used the second presump¬ 
tion, not that I agree with it in any respect. 

[17982] Q. The second assumption, whether you agree or 
disagree with it, is likewise one which is not based upon the 
actual tracing of the energy? A. Absolutely, that is cor¬ 
rect. It is not based on any tracing of energy. 

• • • 

[17984] Q. Are there hours when there is a receipt of what 
you refer to as backfeed on the Safe Harbor bus and no 
delivery of interchange energy to the Pennsylvania cus¬ 
tomers? A. There may be. 

Q. During such hours is the receipt of backfeed deter¬ 
mined by the interchange requirements? A. Obviously, 
if there were no interchange requirements the amount re¬ 
ceived would not be related to the interchange requirements, 
if I understood your question. 

Q. Then the answer is yes? A. My answer stands 
as it was. 

Q. Can you answer it yes or no? 

• • • 

[17985] The Witness: No. 

By Mb. Wahrenbbock: 

Q. Is it determined by the firm power requirements? 

iff 

[17986] The Witness: It may or may not be, not neces¬ 
sarily, no. 

• • • 

Q. You have said it may or may not be, I want to know 
under what circumstances it would and under what cir¬ 
cumstances it would not. 

Trial Examinee : That is going too far afield. Ob¬ 
viously the circumstances mean nothing in this hearing 
unless they relate to the exhibit you are now using as 

the basis of your cross-examination. 

• • • 

[17987] Q. Mr. Spaulding, why during an hour when there 
was no interchange requirement and backfeed was received 
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from Maryland and there was a firm power requirement, did 
you not assume that the backfeed went to the supply of that 
firm power requirement before going to the supply of the 
railroad requirement? A. Because Baltimore Company 
has an operating responsibility relating to the supply of the 
Pennsylvania Railroad’s firm requirements. That is very 
obvious from all of my testimony. 

[17988] Q. Why did that firm obligation—why did you as¬ 
sume that firm obligation was of such a nature that the en¬ 
ergy went first to it over the supply of energy to the other 
firm obligations? A. Because in one case Baltimore 
Company has an operating responsibility and in the other 
case it has none, and when I say it has an operating re¬ 
sponsibility of course I am talking about the supply to the 
Pennsylvania Railroad, and when I say it has none I am 
referring to the Pennsylvania customers of Penn Water 
and Safe Harbor, including Met. Edison, Pennsylvania 

Power and Light, and Philadelphia Electric. 

• • • 

[17995] Q. I will now reframe the question and put this 
question to the witness: When you say that the Baltimore 
Company has an operating responsibility for the supply of 
the firm power requirements of the Pennsylvania Railroad 
is that operating responsibility an operating responsibility 
for the supply of energy which is transmitted from Mary¬ 
land? A. At times, and I am assuming when you talk of 
“the supply of energy which is transmitted from Mary¬ 
land”, you are not referring to the supply of energy to the 
railroad, but rather the supply of energy to Penn Water 
and Safe Harbor who have the facilities for furnishing elec¬ 
tric services to the railroad. 

I have to make that assumption in connection with my 
answer, Mr. Wahrenbrock. 

Q. All right. Now, you say at times, what are those 
times? A. At such times as Penn Water and Safe Har¬ 
bor do not have sufficient energy themselves to supply the 
requirements of the Pennsylvania Railroad—and I am 
speaking of all the requirements of Pennsylvania Railroad, 
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under Exhibit 10—while operating their facilities—and I 
am referring to their generating facilities—for maximum 

utilization of the natural resources. 

• • • 

[18002] Tbial Examines: Mr. Witness, in addition to the 
interchange requirements should the firm power re¬ 
quirements under some circumstances come ahead? 

The Witness: No. 

Trial Examines : Why not ? 

[18003] The Witness: Because Baltimore Company has no 
operating responsibility at any time for the firm power re¬ 
quirements in Pennsylvania. They do have an operating 
responsibility for at least a portion of the Pennsylvania 
Railroad requirements and the interchange is not a require¬ 
ment at all but is a transaction to carry out the most eco¬ 
nomical operation. 

• • • 

[18005] Q. I ask that you direct your attention, if you will, 
please, to transcript 16601 of your rebuttal testimony, and 
particularly to line 18 of that page, and I ask if you will, 
please, that you state what you meant in that answer by the 
term “net Baltimore backfeed”? A. It is the amount of 
kilowatt-hours determined from the sum of the net hourly 
readings measuring the amount of backfeed received by 
Penn Water and transmitted to Safe Harbor. 

Q. Is that limited to the amounts received over the 220 
kv circuits? A. Right. 

Q. And by backfeed, you mean energy transmitted from 
Maryland to Safe Harbor, is that right ? A. That is cor¬ 
rect 

Q. Now, in the same line and in the next line, will you 
explain what in that answer you mean by the phrase “In 
connection with electric services supplied to Penn Water’s 
or Penn Water’s and Safe Harbor’s firm power customers 
in Pennsylvania (excluding the Pennsylvania Railroad)”? 
A. The net kilowatt-hours received by Penn Water and 
Safe Harbor, used in connection with all electric services 
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[18006] supplied to the Pennsylvania customers, including 
energy, capacity and so on. 

Q. When you say “used in connection with”, do you 
mean that that energy supplied in whole or in part energy 
requirements of those customers ? A. I do not know. The 
energy was received at Safe Harbor at the time that energy 
was being delivered to these Pennsylvania customers to 
meet their requirements. 

Q. The figures which you show in your Exhibit 357 are 
not clear to us, Mr. Spaulding, and I would like to have you 
refer to your Exhibit 357, and take the kilowatt-hours in 
column 1 and explain how you computed it for any one year, 
if you will, please ? A. Supposing that you use one hour 
as an example, and of course, I do not have the exact hourly 
figures to use, but I would use a hypothetical hour for pur¬ 
poses of illustration. 

I again, as in our discussion this morning, considered 
that any of the backfeed received at Safe Harbor was the 
amount actually metered because of the interchange trans¬ 
actions that may have been arranged for in that hour, and 
therefore I reduced my net backfeed by that amount. 

Secondly, I further considered that the second use of 
backfeed was for the supply of the Pennsylvania Railroad 
loads. 

However, in this instance, in contrast with Exhibit 354 
I assumed that any amounts so received and delivered to 
the [18007] Pennsylvania Railroad, any amount so received 
in connection with the delivery of services to the Pennsyl¬ 
vania Railroad for service in Maryland was a delivery from 
Safe Harbor to Baltimore Co. I was therefore only con¬ 
cerned with the amounts supplied to Pa. Railroad in Penn¬ 
sylvania in connection with the computation of this figure. 

Trial Examines: What figures are you referring 

to, Exhibit 357? 

The Witness: Yes. 

Trial Examines: What column? 

The Witness : Column 1. 
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By Mb. Wahbenbrock : 

Q. How did yon determine the amount of that portion 
to which you last referred of the deliveries to the Pennsyl¬ 
vania Railroad which were used in Maryland! A. For 
the hypothetical hour, I knew the requirements of the Penn¬ 
sylvania Railroad in Maryland. I knew the amounts deliv¬ 
ered to the Pennsylvania Railroad facilities at Benning. 
The balance was the amount delivered to the Pennsylvania 
Railroad in Maryland. 

Q. Did you have to take into account the amounts de¬ 
livered or interchanged at Perryville and which originated 
from the Philadelphia Electric Company at Chester? A. 
Not for this purpose, no. 

Q. Well, if there were during any of these hours re¬ 
ceipts [18008] at Perryville from the facilities of the rail¬ 
road of energy originating in Philadelphia Electric at Ches¬ 
ter, how was that measured and determined that it was not 
included in these amounts? A. May I use a second ex¬ 
ample to show that? May we assume that there were 20,000 
kwh received at Safe Harbor over the 220,000 volt facilities 
from Baltimore and that there were during the same period 
or hour delivered to Pennsylvania R. R. from whatever 
source it may have been delivered a total of 30,000 kilowatt- 
hours used by the railroad in Maryland; that 5,000 of those 
kilowatt-hours were supplied from Benning. 

The net amount supplied to the railroad in Maryland 
was 25,000 kilowatt-hours delivered to the railroad at Perry¬ 
ville for use in Maryland. 

Q. And delivered at Conowingo, also, or in part? A. 
That is correct; Conowingo and Perryville for use in Mary¬ 
land. 

I was not concerned with who made the delivery. For 
that hour, then, we have 20,000 kilowatt-hours received at 
Safe Harbor from Baltimore and 25,000 delivered to the 
railroad for use in Maryland. 

I then had for that hour no backfeed at all used for 
any other purpose because there was more delivery to the 
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railroad in Maryland than there was received from Bal¬ 
timore. 

Q. Now, to test the question that I was seeking the 
[18009] answer to, may I just change one figure for yon and 
ask you what you did under those circumstances ? A. 
You may. 

Q. Instead of 20,000 kilowatt hours received at Safe 
Harbor over the 220 circuit from Baltimore, assume dur¬ 
ing that hour there were 25,000 kilowatt hours ? A. There 
would still be no use of backfeed for Pennsylvania cus¬ 
tomers as is shown in column 1 of Exhibit 357. 

Q. Now, that is the way yon did make your calculation, 
on that theory illustrated by that hypothetical hour ? A. 
That is correct. 

Q. Now, what I want to inquire is how in so making 
your allocations of energy you took into account, or whether 
you in fact did not take into account that during that hour 
part of the 25,000 delivered to the railroad at Conowingo 
and at Perryville may have been energy which, as you ex¬ 
plained earlier in your cross-examination, was supplied to 
the railroad facilities at Chester by the Philadelphia Elec¬ 
tric Co. and being in excess of the requirements of the rail¬ 
road between that point and Perryville were treated as 
delivered to Penn Water, and by it to the Pennsylvania 
Railroad for use beyond Perryville. 

• • • 

[18010] The Witness: I did not concern myself with 
whether or not a portion of the 25,000 kwh delivered to the 
railroad for use in Maryland at Conowingo and Perryville 
came from Chester, or whether it came from Safe Harbor 
for the purpose of these figures on Exhibit 357. 

By Mb. Wahrenbbock : 

Q. A portion may have come from that source during 
those hours ? A. That is correct. 

Q. And as much as 25,000 might come from that source 
during any one of those hours? A. Perhaps. 
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Q. That is 25,000 megawatt hours or kilowatt hours? 
A. Kilowatt hours in one hour and I doubt that there would 
be that much. 

Q. Now, with this same hour in mind that we have last 
been talking about, that is the illustration you gave with 
the 25,000 kilowatt hours received at Safe Harbor over the 
220 circuits from Baltimore, the other figures remaining as 
you gave them, assume, if you will, that the meters show 
a flow from the 60 cycle Safe Harbor bus to the 25 cycle 
Safe [18011] Harbor bus of only 10,000 kilowatt hours. 

Under such conditions, did you make any adjustment 
in the manner of treatment which you have previously ex¬ 
plained ? 

• it 

The Witness : I did not concern myself with the opera¬ 
tion of the frequency changer at Safe Harbor in connec¬ 
tion with the determination of the amounts shown on Ex¬ 
hibit 357. 

By Me. Wahrenbrock : 

Q. And I understand that to mean that if the meters 
on the circuit between the 60 cycle bus and the 25 cycle 
bus recorded less than 25,000 kilowatt hours in the direction 
[18012] of the 25 cycle bus during this hypothetical hour, 
that made no difference in your treatment of the allocation 
of energy during that hour. 

• • • 

The Witness: My statement was that I gave no con¬ 
sideration to the operation of the frequency changer or 
the amount of energy converted through the frequency 
changer in either direction. 

By Mr. Wahrenbbock : 

Q. We are not clear, in spite of your previous answer, 
that you have started in this allocation with the net hourly 
energy receipts over the 220 kv circuits, that you may not 
in your answer have overlooked transactions over 66 kv 
25 cycle line from Holtwood to Highlandtown, and I want 
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to ask yon if yon will state specifically whether the starting 
figure which yon used in this computation on Exhibit 357 
was the receipts over the 220 kv circuits without any de¬ 
duction for any amount which might have been flowing in 
the other direction during the same hour over the 25 cycle 
circuit? A. I did net the flow on the 25 and 60 cycles as 
a starting figure, but that was not your first question. 
Your first question was how does the energy become trans¬ 
mitted as shown on that exhibit and that energy is trans¬ 
mitted from Safe Harbor over the 220 kv circuits. 

[18013] Q. Were there substantial amounts transmitted 
from Holtwood to Highlandtown during the hours which 
you considered in calculating the figures in the first column 
on Exhibit 357? A. I do not understand your question. 
First, what do you mean by “substantial amounts”? 

Q. Substantial in relation to the amount of backfeed 
over the 220 kv circuits? 

• • • 

The Witness: I do not know how to answer that ques¬ 
tion specifically. Of course I did consider all hours in the 
year in order to arrive at the figures shown, but in all 
hours there was not backfeed over the 220 kv lines. 

In certain hours of the year there were substantial 
amounts flowing from Holtwood to Highlandtown in Balti¬ 
more, as the record clearly shows. 

I still do not know whether I have answered your 
question. 

By Mb. Wahbenbbock : 

Q. Well, maybe we can approach it if you can tell us 
what the figures for any one of the years in column 1 on 
Exhibit 357 would have been if you had not deducted from 
the receipts over the 220 kv the flow toward Highlandtown 
over [18014] the 132 kv circuits from Holtwood to High¬ 
landtown? 

• • • 

The Witness: I do not believe I can. 
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By Mb. Wahbenbbock : 

Q. Were there hours in which the flow toward High- 
landtown over the 132 kv circuits exceeded the amount of 
flow —you are shaking your head; I do not understand. 
A. There is something wrong with your question already. 
You talk about the 132 kv lines at Highlandtown. Of 
course, there are no 132 kv lines at Highlandtown. 

Q. I see. The line from Holtwood to Highlandtown is 
a 66 kv line? A. Yes. 

Q. All right. Were there hours when the amount of 
the net flow to Highlandtown from Holtwood over the 66 
kv circuit exceeded the amount of the flow from Baltimore 
to Safe Harbor over the 220 kv circuits? A. Most of the 
time. 

Q. Now, during an hour in which the flow toward High¬ 
landtown over the 66 kv circuit exceeded the amount of 
the flow towards Safe Harbor over the 220 circuit, did you 
use a negative figure in computing the total which went 
into the first column on Exhibit 357? A. No, I did not. 
[18015] There is nothing in that hour. I would use zero 
in that hour. 

Q. You would use zero in that hour? A. Right. 

Q. I wish you w’ould look at Exhibit 369, if you will, 
please, and tell me whether the figures in the first column 
on that exhibit are computed by netting the flows on the 
66 kv circuit from Holtwood to Highlandtown against the 
flows on the 220 kv circuit from Baltimore to Safe Harbor? 
A. That is correct, and in order that you may understand, 
I wish to state again that in each instance after netting the 
flows in those two circuits, I also gave consideration to 
the amount of energy delivered to the railroad at Perryville 
for use in Maryland, so that those three factors must be 
taken into consideration in each hour in connection with 
the amounts shown in column 1 of Exhibit 354. 

Q. Is the same thing true of Exhibit 369, the first fig¬ 
ure, the figures in the first column? A. That is correct. 
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Q. Now, your reference to your deduction of the de¬ 
liveries to the railroad makes it seem to me material to 
inquire whether the flows over the line from the Conestoga 
bus at Safe Harbor to Perryville are predominantly in that 
direction or in the reverse direction? A. I t hink —I was 
not concerned with that. 

[18016] Q. But do you know? A. The flow was pre¬ 
dominantly from Conestoga substation to Perryville over 
circuits P-7 and P-8, and predominantly from Perryville 
to Conestoga on circuits P-5 and P-6. 

Q. In your deduction of the amounts supplied to the 
railroad, to which you previously referred, did you take 
net amounts over those four circuits? A. No, I com¬ 
puted it exactly, as I stated sometime back, by taking the 
difference between the requirements of the railroad in 
Maryland and the amounts received by the Railroad from 
the Benning frequency changer. 

Q. And the actual metered flows on the circuits from 
the Conestoga bus to Perryville did not influence your de¬ 
termination? A. The amount of energy flowing on any 
of the groups of circuits was not used by me in arriving at 
the figure used in the determination of the amounts shown 
on Exhibit 357. 

Q. Well, then, will you explain what the basis is for the 
figures you used as representing the railroad’s require¬ 
ments for its own purposes in Maryland? 

• • • 

The Witness : I will have to give consideration to the 
meters at Perryville on the so-called bypass that we dis¬ 
cussed yesterday, the meter readings on P-7 and P-8 cir¬ 
cuits at [18017] Safe Harbor, the meter readings at Fish¬ 
ing Creek and the meter readings at Benning. 

Q. And your figures which are reflected in the first 
column of Exhibit 357 are based upon the totals for each 
of those three years of figures so computed from such meter 
readings ? 
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The Witness: I am sorry. I do not understand the 
question. 

By Mb. Wahrenbrock : 

Q. Well, you say you gave consideration to the meters 
on the bypass, on circuits 7 and 8, at Safe Harbor, at Fish¬ 
ing Creek and at Benning? A. Oh, those were for the 
purpose of determining the requirements of the railroad 
in Maryland for its own use. 

Q. Now, do I understand you mean that you took the 
yearly totals of those meter readings and computed the 
yearly requirements for each of these three years of the 
railroad in Maryland from those meter readings ? 

Mr. Mvse : For what purpose ? 

The Witness: Certainly not for the purpose of Ex¬ 
hibit 357. I considered them hourly along with the other 
things we have been discussing in the last 15 or 20 minutes. 
I took no annual figures. 

[18018] Everything was on an hourly basis. 

By Mr. Wahrenbrock : 

Q. But you took those hourly figures that you have 
just referred to for these meters on the bypass, on circuits 
7 and 8, Fishing Creek, and Benning which entered into 
your hourly calculations which you made for every hour 
for each of these three years? A. No, but I had to have 
that amount being the railroad’s requirement in Maryland 
for each hour of each of three years as one of the com¬ 
ponents that I considered in connection with the figures 
shown on 357; but I did not use the figure for every hour. 
It is not a matter of plus or minus. I had to set it up in 
order to determine this figure but I only used it for rela¬ 
tively few hours. 

Q. That is to say you made a sampling study? A. 
No, I had to do it every hour but only in certain hours of 
the year were there amounts that I reflected in Exhibit 357, 
as Hie title would indicate. 
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For instance, there were only certain hours in the year 
when there was a net backfeed from Baltimore for any 
purpose. There are two purposes: one was the net back¬ 
feed that is used for railroad purposes, such as we dis¬ 
cussed this morning in connection with Exhibit 354. 

Then there were also amounts of net Baltimore back¬ 
feed used in connection, et cetera, which are computed for 
the [18019] purpose of [Exhibit 357. 

Q. Now, for every hour in which there was a net back¬ 
feed, that is a net of the flow on 66 kv circuits and on the 
220 kv circuits, did you in reaching the figures in the first 
column of Exhibit 357 actually compute the (railroad’s 
Maryland requirements by using the meter readings on 
these four sets of meters that you referred to, the bypass, 
circuits 7 and 8, Fishing Creek and Benning? A. I think 
that is generally a correct statement, yes. The only reason 
I do not want to say yes, is because I had determined that 
amount as well as the amount of such energy supplied from 
Benning before I could determine whether there was a net 
Baltimore backfeed for the purpose of Exhibit 357. 

Q. Yes, I assumed that. 

Did the deductions which you made in connection with 
computation of the figures in the first column of Exhibit 
357 for supply of the railroad’s requirements for its own 
use in Maryland have the effect of reducing the amount for 
most hours which went into the total in the first column on 
Exhibit 357 ? A. I think that would be the mathematical 
effect, yes; not in every hour, but I t hink the net effect for 
the year would be as you intimate. 

Q. Do you recall whether the actual net hourly delivery 
to Safe Harbor over the 220 kv circuits, without deduction 
for the flows in the opposite direction during those hours 
over [18020] the 66 kv circuits to Highlandtown for 1946, 
was in the neighborhood of 155 million kilowatt hours? 
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The Witness: Yes. It was actually 157,809,000 kilo¬ 
watt-hours. 

Trial Examiner: Did you have that on an exhibit? 

The Witness: It is the figure in the lower right-hand 
corner of Exhibit 354, being the bottom figure in the last 
column to the right after adjusting or after deducting the 
amount of actual net hourly backfeed over the 25 cycle cir¬ 
cuit from Highlandtown to Holtwood in an amount of 
1,673,000 kilowatt-hours. 

Trial Examiner : Where did you get the 1,673,000? 

The Witness: That is shown on one of my work sheets, 
entitled, “Net Hourly Megawatts Received by P. W. P. 
from Baltimore Company”. 

Trial Examiner: It is not in an exhibit? 

The Witness: No, I do not think it is. 

• • • 

[18021] By Mr. Wahrenbrock : 

Q. Inasmuch as that work sheet to which you referred 
in answer to the Examiner is not in the record, can you give 
us for the years 1944 and 1945 the corresponding figures 
to the one which you gave the Examiner of 157,809,000 for 
the year 1946 ? A. The corresponding figure for the year 
1945 is the amount shown for the year 1945 in Exhibit 354 
the last column to the right after adjustment or after de¬ 
ducting the sum of the net hourly readings of the backfeed 
from Highlandtown to Holtwood of 60,000 Kwh. I do not 
have the figures for 1944 with me. 

Q. May I understand your last answer for 1945 ? The 
figure would be 50,216 megawatt-hours less 60 megawatt- 
hours, is that correct? A. Yes, sir. 

Q. Or 50,156 megawatt-hours? A. Yes. 

Q. For 1945 and that figure for 1945 differs from the 
figure which you show for 1945 in the first column of Ex¬ 
hibit 369 by reason of the fact that that figure of 50,000 
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hours represents flows to Safe Harbor over the 220 kv cir¬ 
cuits without deduction for flows from Holtwood to High- 
landtown over the 66 kv circuits; is that correct? A. 
Yes. 

[18022] Q. And the figure of 157,809 megawatt-hours 
which you give us for 1946 differs in the same way from the 
figure of 99,439 megawatt-hours in the first column on Ex¬ 
hibit 369 for the year 1946? A. It does differ because in 
Exhibit 369 I have netted the flows on the two circuits in 
order to determine the annual backfeed energy supply for 
the purpose of Exhibit 369. 

Q. Directing your attention again, if you will, please, 
to your Exh i bit 354 and particularly to the last column of 
figures on that exhibit, will you tell me first whether that 
includes energy transfers across the Maryland-Pennsyl- 
vania boundary over the facilities of the railroad not used 
for its own use? A. No, there is no reflection in that 
figure in any way for any flows over the Safe Harbor- 
Perryville line. 

Q. Do the figures in that column include deliveries from 
Perryville to Conestoga across the Maryland-Pennsylvania 
boundary? A. They do not. 

Q. Why did you exclude those ? 

• • • 

The Witness : Because there is no energy flow across 
that boundary, namely, the state line, which is not used for 
[18023] the Pennsylvania Railroad directly. 

Now, to be sure that we are talking about the same 
thing we are there talking in that column about the net 
flows from Perryville to Safe Harbor and I think that the 
other answer is that there never is a net hourly flow in that 
direction and if there is the resultant energy is used directly 
by the Pennsylvania Railroad in Maryland. 

I am sorry, Mr. Examiner, on reconsideration of that 
last answer, it is not responsive, obviously, because we are 
talking about net hourly flows from Maryland to Pennsyl- 
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vania. I am still of the opinion that there is not experienced 
any net hourly flows on those lines from Maryland to Penn¬ 
sylvania but if there are, such energy is used by the Penn¬ 
sylvania Railroad north of the State Line of Pennsylvania 
and Conestoga Substation. 

Trial Examiner : What lines are you referring to 

now? 

The Witness: P-5, P-6, P-7 and P-8 and such energy 
is received from the Philadelphia Electric Company at 
Chester via Perryville. 

By Mr. Wahrenbrock: 

Q. Let me understand this, Mr. Spaulding: As I un¬ 
derstood your testimony the other day—and I think you will 
remember it clearly, I cannot point to it in the record— 
but there was a reference to the fact that at times energy 
from Chester, Pennsylvania would come to Perryville, 
Maryland, [18024] go up to Safe Harbor, to the Conestoga 
bus at Safe Harbor, come down over the other two circuits 
to Perryville again and go on down over the railroad facili¬ 
ties to Benning where it was delivered to PEPCO. 

Do you recall that testimony? A. I do recall it. I 
do not recall that statement but I recall the testimony where 
we were discussing the general subject. 

Q. Yes, now in the event of such a flow of energy there 
would be a flow from Perryville in Maryland up on two 
circuits to the Conestoga bus in Pennsylvania, is not that 
true? A. Yes. 

Q. No such amounts are reflected in your last column or 
any place else on your Exhibit 354? A. No, because there 
would be an equal amount going down the other circuit and 
the hourly net would be zero, or at least would not be a 
negative hourly net representing flow from Perryville to 
Conestoga. 

Q. Upon what basis do you assume that the energy 
which flows from Perryville to the Conestoga bus over one 
pair of circuits returns to Perryville over another pair? 
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[18025] The Witness: I do not know what you mean by 
basis. Do you mean how do I know what happens? 

By Me. Waheenbbock: 

Q. I would be glad to have you explain that. A. 1 
know from the operating records and my knowledge of the 
operations over those circuits it does happen. 

Secondly, it is a very obvious electrical phenomena be¬ 
cause if you have power flowing between two points over 
two paths with different impedance the flow of the current 
over those two paths will be in proportion to the impedance. 

I know there is a considerable amount of energy—a rel¬ 
atively small amount of energy to be sure—but some of 
the energy that flows around the bypass of Perryville, and 
for the same reason this power goes up one pair of lines 
and back on the others, from Perryville to Conestoga and 
return. 

That is something I can see on the meter any day at 
alL That is how I know it takes place, but perhaps that 
does not answer your question. 

Q. As I understand it, there may be hours when en¬ 
ergy originating at Chester reaches Perryville and is trans¬ 
mitted from Perryville up to the Conestoga bus of Safe 
Harbor in Pennsylvania? A. Frequently. 

Q. As I understood your answer a few questions ago, 
you [18026] did not reflect those amounts which were en¬ 
ergy-moving from Perryville in Maryland to the Conestoga 
bus in Pennsylvania because you said any such flows are 
offset by corresponding flows in the opposite direction over 
the other pair of circuits from the Conestoga bus back to 
Perryville? A. That is correct and I should add that 
there is usually more energy flowing from Conestoga to 
Perryville than there is flowing from Perryville to Cones¬ 
toga. 

Q. What I am seeking to ascertain is the basis of your 
statement that whenever there is such a flow of energy 
originating at Chester from Perryville to the Conestoga bus 
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there is always an equal amount or a corresponding amount 
flowing from the Conestoga bus down to Perryville. A. 
I know that from my intimate knowledge of the operations 
over those circuits. 

Q. When you say that you mean that there are corre¬ 
sponding amounts but again not necessarily the same elec¬ 
tric energy! 

• • • 

The Witness : There are corresponding amounts, that 
is correct. 

[18027] By Mr. Wahbenbrock: 

Q. But those amounts are not necessarily the same elec¬ 
tric energy! A. I do not know that and no scientist in 
the U. S. knows that and I include the most technical scien¬ 
tists there could be. No one knows when energy flows on to 
a bus and flows off which is the same energy and which is 
not. 

• • • 

Q. Mr. Spaulding, directing your attention, if you will 
to your Exhibit 356 and to your testimony with respect 
thereto, when you there refer to hours of net Baltimore 
backfeed, do you again mean the same as you did in using 
that term with respect to Exhibit 357 ! A. I am not quite 
sure. I presume you are referring to page 16,600 and I 
think the wording there is a little different. I can say, per¬ 
haps to save time that the method of determining the net 
Baltimore backfeed which I used in connection with the 
preparation of Exhibit 356, was the same procedure and 
generally the same basic figures that I [18028] used in 
connection with the preparation of Exhibit 357. 

Q. On Exhibit 356, the second column of figures in the 
first tabulation, the figure for 1944 being the figure of 
180,675,000 should the heading of that column be under¬ 
stood as though it read “ Kilowatt-hours supplied during 
Hours of net Baltimore Backfeed”! A. They were the 
kilowatt-hours supplied during the hours when I found 
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there was “Net Baltimore Backfeed” in the manner that 
we just discussed. 

Q. And the same thing is true of the fourth heading 
on the same tabulation, “Kilowatt-hours supplied during 
hours of no net Baltimore backfeed”? A. That is cor¬ 
rect, with the same qualifications. 

Q. And the same thing is true for the corresponding 
headings in the second tabulation on the same exhibit, the 
third heading and the fifth heading? A. I am sorry, I do 
not believe I see exactly what headings you are referring to 
now. 

Q. The heading in the second tabulation for the third 
column of figures should be read in the sense that it means 
* ‘ Revenue received for energy only during hours of net Bal¬ 
timore Backfeed”? A. I think that is correct. 

Q. And the fifth heading “Total revenue received for 
Electric Services Exclusive of Revenue Received for En¬ 
ergy [18029] only during Hours of Net Baltimore Back¬ 
feed”? A. That is correct, using net Baltimore backfeed 
in the manner that we discussed before the recess. 

Q. Refer, if you will, please, to Exhibit 358 and to 
your testimony with respect thereto; when you speak of 
hours of net Baltimore backfeed in this exhibit and with 
respect to this exhibit, do you use that term with the same 
meaning as that to which you previously testified? 

• • • 

The Witness : I do not think I should answer this one 
categorically and I will try to answer it as direct as pos¬ 
sible. 

So far as the determination of the hours during which 
the amount of net Baltimore backfeed is concerned, I used 
the same basic figures in connection with Exhibit 358 that 
I did in connection with Exhibits 356 and 357. 

"However, in determining the use of such “Net Balti¬ 
more Backfeed” I here considered its first use in connection 
with interchange transactions. 
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By Mb. Wahbenbbock: 

Q. And then do I understand that the hours of net 
Baltimore backfeed referred to in the heading of Exhibit 
358 are not the identical hours as the hours of net Balti¬ 
more backfeed referred to in the heading to Exhibit 356? 
[18030] A. No, they are not the same hours nor are they the 
same hours in connection with Exhibit 357. 

The same basic data was used in each, the same method 
of approach was used in each but they do not represent the 
same hours and, of course, they do not represent the same 
use of energy in connection with the several services. 

Q. Let me understand you. With respect to Exhibit 
358 by * 1 Hours of Net Baltimore Backfeed’’ as used in this 
exhibit, do you mean hours in which there was a net supply 
of energy over the 220 kv circuits from Baltimore to Safe 
Harbor after deducting the amount flowing in the opposite 
direction over the 66 kv circuits from Holtwood to High- 
landtown, is that correct ? 

• • • 

The Witness: May I put it a little differently and see 
if I can answer it specifically. If there was backfeed over 
the 66 kv, 25 cycle circuits that would be added to any back¬ 
feed over the 220 kv circuits; if there was a delivery from 
Holtwood to Highlandtown at the time there was backfeed 
over the 220 kv circuits then the net effect was first con¬ 
sidered and then that was reduced by the supply, if any, 
from Conestoga substation to the Pennsylvania Railroad at 
Perryville and Conowingo for the railroad’s own use, other 
than what was delivered at Benning. 

[18031] By Mb. Wahbenbbock : 

Q. For the Railroad’s own use in Maryland? A. 
That is correct. The net of those three figures then deter¬ 
mined the amount of net Baltimore backfeed in that hour. 

Q. And you chose only such hours as did show such a 
net flow towards Safe Harbor; is that correct? A. That 
is correct 
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Q. Aren’t those the same hours that you used on Ex¬ 
hibit 357 as hours of net Baltimore backfeed? A. They 
are the same basic hours but there may or may not have 
been interchange during those hours. 

Q. But those are the same hours of net Baltimore 
backfeed ? A. That is correct. 

Q. And those are the same hours of net Baltimore 
backfeed as you used on Exhibit 356? A. That is cor¬ 
rect. 

Q. In each case the hours of net Baltimore backfeed 
means the same thing but you have used in the one case— 
that is to say, you have used in the case of Exhibit 356— 
you have shown kilowatt-hours supplied to Pennsylvania 
firm customers during such hours of net Baltimore back¬ 
feed whereas in Exhibit 358 you have used interchange sup¬ 
plied to Pennsylvania customers during such hours of net 
Baltimore [18032] backfeed, is that correct? A. That is 
correct. There would always be amounts of firm power 
services delivered, for example, to the Coatesville Division 
of Philadelphia Electric Company and therefore I gave con¬ 
sideration in Exhibit 356 to all of the hours in which there 
was “Net Baltimore backfeed”. 

But in Exhibit 358 I only gave consideration to those 
hours in which there was interchange supplied by Penn 
Water and Safe Harbor to their Pennsylvania customers 
and that did not occur in every hour in which there was 
backfeed. That is the distinction I was trying to make. 

Q. Yes. A. So that we do not use necessarily the 
same hours in each instance although the same basic hours 
are first considered. 

Q. Then on Exhibit 358 where in the headings to par¬ 
ticular columns there is a reference to hours of Baltimore 
backfeed, you mean hours of net Baltimore backfeed? A. 
That is correct. 

Q. And where there is a reference to hours of no Bal¬ 
timore backfeed you mean hours of no net Baltimore back¬ 
feed? A. That is correct. 
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Q. Within the meaning of the term “net Baltimore 
backfeed” that yon have just described? A. That is cor¬ 
rect, that I have just described in [18033] connection with 
these three exhibits, 356, 357 and 358. 

Q. Now, in these Exhibits 356, 357 and 358—let me 
withdraw that for the moment. Is the same thing true of 
your use of the term “net Baltimore Backfeed” in Exhibit 
359? A. The same basic figures, the same basic hours 
were first determined and used in connection with Exhibit 
359 as we used in connection with Exhibits 356, 357 and 
358. 

Q. In Exhibit 369 does “Annual backfeed energy sup¬ 
plied by Baltimore Company,” similarly mean net Balti¬ 
more backfeed? 

• it 

The Witness: That cannot be answered categorically 
because there are several figures shown in Exhibit 369. 
The amounts shown in the first column are determined in 
the same way and were from the same basic data as was 
used with reference to the last few exhibits we have been 
talking about, but the amount shown in the second column 
was not so determined. 

By Me. Wahrenbrock: 

Q. Kilowatt hours received on hourly net basis there 
refers to net Baltimore backfeed as you have described 
your computation of net Baltimore backfeed in your pre¬ 
vious testimony? A. Which we have just been referring 
to, yes. 

Q. In these Exhibits 356, 357, 358, 359 and 369 you 
have netted energy as you have just described irrespective 
[18034] of whether it was supplied at 60-cycle, 3 phase or 
25-cycle 3 phase, or 25-cycle single phase and irrespective 
of differences in voltage? A. That is correct, in the 
manner that I have described. 

Q. In your Exhibits 356, 357 and 358 if instead of net¬ 
ting against the amounts of energy supplied to Safe Har¬ 
bor over the 220 kv circuits, any flows in the opposite direc- 
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tion over the 66 kv circuits and deliveries for Maryland 
use by the railroad, you had used the flows on the 220 kv 
circuits without any deductions, would you have obtained a 
larger number of hours of Baltimore backfeed? A. I 
think that would be the tendency. I do not know what effect 
there would be. 

Q. Would there also have been a tendency to substan¬ 
tially increase the amounts of such Baltimore backfeed in 
each hour? A. I would not agree it was substantial; I 
would agree that was the direction. 

Q. Did you attempt to ascertain what that effect would 
be, the amount of it? A. I did not determine what the 
amount would be. 

Q. Did you attempt to ascertain what the effect would 
be on the number of hours? A. I did not attempt to do 
that. I only know from my general knowledge that it would 
be in that direction. 

Q. Directing your attention to Exhibit 359, if instead 
[18035] of using net Baltimore backfeed as you have ex¬ 
plained your usage of that term you had used Baltimore 
backfeed without deducting flows toward Highlandtown and 
Maryland use of energy by the Pennsylvania Railroad, 
would the percentage figures in column three have been 
larger ? 

Mb. Myse: Mr. Examiner, we have just gone over 
that. The witness said yes, it would be in that direc¬ 
tion, but he has not made any specific study of it. Why 
do we have to go all over it chapter and verse again? 

Trial Examiner: Is that the thing you had in 
mind, Mr. Witness, when you gave your previous an¬ 
swer, it would have that same effect on this place? 

The Witness: I think so but I should like to check this 
particular exhibit to be sure. My difficulty is that here he 
is asking about percentage figures and percentage figures 
could be misleading. If you are talking about kilowatt-hour 
figures my answer would be correct. 

Question, please. 
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(Question read.) 

The Witness: That would have been the tendency. 
By Mr. Wahrenbbock: 

Q. In your testimony before the afternoon recess today 
and shortly after the noon recess you testified with respect 
to what the figure would have been without the deduction 
of the flows over the 66 kv circuit and for Maryland use by 
[18036] the railroad which, as I believe in the case of the 
year 1946 you said would have been 157,809,000 kilowatt 
hours instead of the 99,439,000 kilowatt hours shown for 
1946 in the first column of Exhibit 369. Would the differ¬ 
ence between the 157 million and the 99 million figure be 
made up of the additional hours and the increase within 
the hours to which I have previously referred? 

• • • 

Mb. Myse : Which hours are you now talking about? 

The Witness: I do not think the number of hours has 
any bearing on the difference but they are the differences 
between the net hour delivery on the 220 kv circuits alone 
and the net hourly delivery on the basis that we have been 
referring to as net Baltimore backfeed. 

By Mb. Wahrenbrock : 

Q. If, as you have testified, the use of the deliveries 
to Safe Harbor over the 220 kv circuits without deduction 
for the amounts in the opposite direction over the 66 kv 
circuits and the Maryland consumption by the railroad 
would tend to increase the number of hours of Baltimore 
backfeed and tend to increase the amount of hours, those 
two tendencies would be reflected in the difference between 
the figure of 99 million and the figure of 157 million to 
which I previously referred? [18037] A. That is correct. 

Q. Mr. Spaulding, as a matter of fact, were there hours 
in which Penn Water received interchange from Philadel¬ 
phia Electric and during the same hour delivered inter¬ 
change to Pennsylvania Power and Light or Met. Edison 
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or both of them, and during the same hour received what 
you have defined as net Baltimore backfeed? 

• • t 

The Witness: I do not know and my difficulty comes 
from your inquiry about the interchange with the Phila¬ 
delphia Electric because that is the thing that I am not in 
a position to answer. 

By Mr. Wahrenbrock: 

Q. That is, you did not ascertain whether hours of net 
Baltimore backfeed during which Penn Water was deliver¬ 
ing to Pennsylvania Power and Light or Met. Edison were 
hours in which there were also receipts of interchange 
from Philadelphia Electric? A. I would not be inter¬ 
ested in that because the amounts of receipts from the 
Philadelphia Electric are used by the railroad. 

Trial Examiner: What is that? 

The Witness : The amount of receipts from the Phila¬ 
delphia Electric Company—and I, of course, understand 
the [18038] way in which he uses that expression—is, in 
fact, all used by the railroad. 

Trial Examiner: That would be over P-5 and P-6? 

The Witness: It would be either at Thorndale or 
Perryville, Mr. Examiner. His question is more general 
than the one we had before. 

By Mr. Wahrenbrock: 

Q. Then do I understand that you treated any such 
energy as not being received because it was energy which 
was actually used by the railroad, not because of any pri¬ 
ority which you assigned to it? A. Which exhibit are we 
talking about now? 

Q. All of these three in which we have used net Balti¬ 
more backfeed, that is to say, 356, 357, and 358. 

Mr. Myse: Mr. Examiner, I have been listening 

very patiently and I pride myself in being able—at 
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least I think I know something about the flows of 
energy but this last question stumps me. I do not see 
how it has any connection whatsoever with any of the 
exhibits or the direct testimony up to this point. 

• • • 

Trial Examiner: The witness may answer. 

The Witness: The amounts received by the railroad 
and metered at Perryville and Thorndale as being used by 
the [18039] railroad west of Thorndale and south of Perry¬ 
ville, did not affect in any way my determinations on Ex¬ 
hibits 356, 357, 358 and 359. 

Trial Examiner: The question asked why. 

The Witness: I do not understand that question, Mr. 
Examiner, I merely state that it did not affect the answer. 
It did not influence what I did, I used it in no way. I do 
not know what your next question is. 

By Mr. Wahrenbrock: 

Q. Well, if there was such energy you treated that on 
the basis of the use actually made of the specific energy; is 
that true? 

Mr. Myse : Same objection. 

Trial Examiner: He may answer. 

The Witness: I knew that it was used by the Penn¬ 
sylvania Railroad and was not used for anything else. I 
am sorry, I do not believe I understand the question be¬ 
yond that point. 

By Mr. Wahrenbrock: 

Q. I think that answers it, if I understand the answer 
right, that is, that the fact that energy was actually used 
by the railroad determined that you would exclude that 
from your consideration? A. No, I did not have to use 
it, there was no occasion to use it at all. That is the reason 
I have difficulty. There is no relation between this ques- 
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tion and all the questions [18040] we have been talking 
about for the last two hours. 

Q. And the reason you did not have to use it was be¬ 
cause that energy you regarded as actually used by the 
railroad? A. No, it is because I had no occasion to use 
that energy at all in connection with my determination. It 
was not of any interest to me in making my determination, 
any more so than the amount of energy that was sold in 
the City of Chicago in the same hour, it just did not have 
any relation. 

Q. I think maybe I can ascertain what I have been seek¬ 
ing to ascertain by asking you this: In connection with your 
testimony earlier today you said that in allocating the net 
Baltimore backfeed you treated it as being utilized first 
to supply the interchange requirements of the other Penn¬ 
sylvania customers, meaning other than the Pennsylvania 
Railroad. 

Do you recall that? A. Yes. 

Q. Now, if during such an hour when there was net 
Baltimore backfeed and interchange requirements of the 
other Pennsylvania customers were being supplied and you 
applied the net Baltimore backfeed to those requirements, 
those interchange requirements of the other Pennsylvania 
customers, you did not deem it necessary to give any con¬ 
sideration to the receipt of interchange energy from Phila¬ 
delphia Electric during any such hour as it may have oc¬ 
curred? [18041] A. I do not think it would occur. It 
would be very, very abnormal to receive energy over the 
railroad circuits and send it out somewhere else. It may 
happen once in a great while but then I do not believe we 
had backfeed from Baltimore. You are getting a lot of 
probabilities there and I do not think that has any relation. 

Q. All right- 

The Witness: May I have the first part of your in¬ 
quiry read? 

(Question read.) 
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The Witness: I went back to get tbe first sentence in 
your statement because we have been talking about two 
determinations here today, one represented by Exhibit 354 
and the other by Exhibits 356 and 357, 358 and so on. 

Therefore, in order to be responsive I must know when 
during the day we were talking about this Baltimore back¬ 
feed. 

Was it in connection with Exhibit 354? 

Me. Wahbenbeock: In connection with Exhibit 

354, yes. 

Mb. Myse: Now, may I have the question, please. 

Tbial Examinee: Yes. 

The Repobteb : There is no question pending. 

Mb. Myse : I withdraw my request. 

Mb. Wahbenbeock: I withdraw my statement, too. 

You are right in asking which of these it is, and I 

mean to say [18042] 357. 

• # • 

The Witness : In other words, I do not believe we were 
receiving energy as interchange from the Philadelphia Elec¬ 
tric which was being consumed by the railroad at the time 
we are sending out interchange over the 60 cycle tie. 

By Mb. Wahbenbeock: 

Q. During hours of net Baltimore backfeed when in¬ 
terchange requirements for the other Pennsylvania cus¬ 
tomers were treated by you as being first supplied with 
such net Baltimore backfeed, did you give any effect to 
the fact that interchange energy was being received from 
any of the other Pennsylvania customers during the same 
hour? 

• • • 

The Witness : No, that would become circulating power 
that we talked about the other day. If it was coming in 
over one sixty cycle tie and going out over the other it is 
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treated as circulating power and is not considered as inter- j 

change at all under any circumstances. 

Trial Examiner : Counsel referred to Exhibit 357, 
was that 357 or 358? 

[18043] Mb. Wahrenbrock : I was referring to 357. I do 
not believe it would make any difference, if the Ex¬ 
aminer has 358 in mind. 

Trial Examiner: 357 is the firm, is it not? 

Mr. Wahrenbrock: I was referring to 357. 

The Witness : In principle it would not make any dif¬ 
ference; in detail, of course, it would. 

Mr. Wahrenbrock : Let me carry the last question 
just one step further if I may. 

By Mr. Wahrenbrock: 

Q. Assume an hour of net Baltimore backfeed in which 
electric energy is being supplied to Pennsylvania Power 
and Light under interchange agreements and is being re¬ 
ceived from Met. Edison under interchange agreements, in 
such an hour did you in deducting from the Baltimore 
backfeed or in allocating the Baltimore backfeed first to I 

the interchange requirements, did you give any effect to 
the receipt of energy—interchange energy from Met. Edi- | 

son? A. No, because in that instance assuming that the i 

amount delivered to P. P. & L. as interchange was the same 
as the amount received from ME Company as interchange, 
would not be considered an interchange transaction but 
would be considered circulating flow which we discussed 
a couple of days ago. That is not considered an inter¬ 
change transaction and there is no accounting for it as 
such. 

• « • 

[18044] Q. If the amounts were not equal what effect, if 
any, did you give? A. If the amounts were not equal 
and it was a delivery of interchange services then of course 
we considered that first in determining how the Baltimore 


i 
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backfeed was to be used or in what connection it was to be 
used. If it was a receipt then obviously it was a receipt and 
there was no adjustment to the Baltimore backfeed. 

Then you go back to the question as to what you next 
consider it was used for. If the net was a receipt then ob¬ 
viously none of Baltimore’s backfeed was considered in con¬ 
nection with interchange in connection with Exhibit 358. 

Q. To take specific figures, suppose during a particu¬ 
lar hour the net Baltimore backfeed as you have treated it 
was 20 and the interchange supplied to P. P. & L. was 10 
and the interchange received from Met. Edison was 5, how 
much [18045] did you treat of the 20 Baltimore backfeed 
as going to interchange with other Pennsylvania customers 
before determining how much you allotted to other pur¬ 
poses? A. Well, the assumptions you made would re¬ 
sult in an interchange transaction of 5,000 or five units—I 
assume you mean 5,000 kwh—and presumably that would be 
a transaction with P. P. & L. 

The difference between the 10,000 to P. P. & L. and the 
5,000 from M. E. Company being circulating, therefore I 
would assign 5,000 of the net backfeed as being used in con¬ 
nection with interchange services and 15,000 for some other 
purpose. 

Q. That helps me to understand it. Now, just to see 
what you did in the other type of situation, reverse the 
Pennsylvania Power and Light and the Met. Edison figures 
—I am sorry, I do not mean reverse them. I mean 5,000 was 
delivered to Pennsylvania Power and Light and 10,000 was 
received from Met. Edison. Now, in such a circumstance 
did you apply any of the net Baltimore backfeed to inter¬ 
change requirements ahead of the other uses to which you 
allocated it? A. I did not because there were no inter¬ 
change deliveries in that hour. The net interchange trans¬ 
action was 5,000 received by Pennsylvania Water at Safe 
Harbor and Holtwood. 
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[18049] Q. * # • As I understood your use of the term “net 
Baltimore backfeed, ’ ’ as you described it it was the amount 
transmitted from Maryland to Safe Harbor over the 220 
kv. circuits less the amount in the same hour, if any, trans¬ 
mitted from Holtwood to Highlandtown over the 66 kv. cir¬ 
cuits. Is that correct and is that the method by which you 
actually determined those amounts, or did you also deduct 
the amount, if any, supplied to the railroad facilities over 
and above the amount used by the railroad for its own use ? 

• • • 

[18050] Mb. Wahbenbbock: May I strike the last part of 
the question, please, beginning “or”? I will end my 
question at that point, Mr. Examiner. 

• • • 

The Witness: That is neither correct nor the method 
I used. 

By Mb. Wahbenbbock : 

Q. I think it is a good thing, then, that I asked because 

that was my understanding. Will you explain, then? 

• • • 

[18051] The Witness: In any hour I determined the 
amount of “net Baltimore backfeed” by first determining 
the net hourly amounts of energy transmitted from Mary¬ 
land to Safe Harbor over the 220 kv. lines, and if such net 
amount was representative of a net flow from Maryland 
to Pennsylvania I then deducted from such net amount the 
net amount, if any, of the flow from Holtwood to Highland- 
town over the 66 kv. 25 cycle circuits, and further deducted 
such amounts, if any, which were consumed by the Pennsyl¬ 
vania Railroad in Maryland in excess of the net hourly 
amounts, if any, which may have been supplied to the rail¬ 
road from the Benning frequency changer. 

By Mr. Wahbenbbock : 

Q. Thank you, Mr. Spaulding. That answers directly 
what I was seeking to get at. I believe if your attention 
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were directed to it you would want to say that in deducting 
the amount transmitted from Holtwood to Highlandtown, 
deducting the net amount transmitted from Holtwood to 
Highlandtown, you meant to say deducting the net hourly 
amount? A. That is what I did in fact, deduct the net 
hourly [18052] amount of the energy, if any, delivered at 
Highlandtown being transmitted from Holtwood. 

Q. And the amounts which you deducted representing 
amounts consumed by the Pennsylvania Railroad in Mary¬ 
land in excess of amounts supplied to the Pennsylvania 
Railroad from the Benning frequency changer were also net 
hourly amounts ? A. I considered the net hourly amounts 
of the supply, if any, to the railroad from Benning. Obvi¬ 
ously the amount consumed by the railroad is not a net 
amount. 

Trial Examiner : That net hourly is figured on the basis 
of both of the 220 kv. lines, is that right? 

The Witness: Yes. 

Trial Examiner: One from Westport and the other 

Riverside ? 

The Witness: Yes. 

[18053] By Mr. Wahrenbrock : 

Q. Mr. Spaulding, in computing the kilowatt-hours of 
net Baltimore backfeed used in connection with the electric 
services supplied to Pennsylvania firm customers as shown 
in your Exhibit 357, will you illustrate your method of com¬ 
putation by taking the following hypothetical hour: namely, 
one in which the net Baltimore backfeed, as you have just 
explained that term, is 50,000 kilowatt-hours. The inter¬ 
change requirements of the Pennsylvania customers, other 
than the Pennsylvania Railroad, are 10,000 kilowatt-hours. 

The Pennsylvania Railroad consumes in Maryland, ex¬ 
clusive of the amounts supplied to it through the Benning 
frequency changer, 25,000, and upon those facts, how did 
you determine the number of kilowatt-hours used in con- 
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nection with electric services supplied to Pennsylvania firm 
customers out of the net Baltimore backfeed t A. May I 
make two comments before I answer? 

Q. Yes. A. You referred to interchange require¬ 
ments. I do not agree they are requirements. They are in¬ 
terchange transactions. 

Q. I will be glad to accept that statement. A. Sec¬ 
ondly, I thought it was evident from my last answer that 
the amount of 25,000 kwh. used by the Railroad for its own 
use in Maryland less any amount which may have been 
supplied from Benning had already been considered and 
accounted for in [18054] connection with the determina¬ 
tion of the net Baltimore backfeed of 50,000 kilowatt-hours 
which you first used in your assumption. 

My answer to your question, therefore, would be that 
40,000 kilowatt-hours would have been considered by me 
as being used in connection with electric services supplied 
to the Pennsylvania firm customers under your assumption. 

Q. And in arriving at the figures which appear on Ex¬ 
hibit 357 the method which you have just explained for such 
hours was followed by you; where such hours occurred, I 
mean. A. No, because you have not indicated in your 
assumption what the requirements of the Pennsylvania 
Railroad were in the State of Pennsylvania for its own 
use, and the figure of 40,000 kilowatt-hours which I gave 
you might have been used in whole or in part in supplying 
the Pennsylvania Railroad requirements in Pennsylvania 
before I would have considered it available for use in con¬ 
nection with electric services supplied to Pennsylvania firm 
power customers exclusive of Pennsylvania Railroad, as 
shown on the heading of Exhibit 357. 

Q. Then the method which you described with respect 
to the hypothetical hour I gave was used, and in addition 
you deducted the requirements of the Pennsylvania Rail¬ 
road in Pennsylvania? A. I did so in arriving at the 
amount shown in Exhibit 357, as will be indicated by the 
title. 





2132 


George W. Spaulding, Cross 


[18055] Q. Will you explain how, for that purpose, you 
determined the Pennsylvania Railroad requirements in 
Pennsylvania? A. They are known to me hourly from 
meter records. 

Q. Which meter records, on which circuits? A. I 
have to give consideration to the meters at Thomdale, 
Pennsylvania; certain of the meters at Perryville, Mary¬ 
land; the meters at Fishing Creek, and certain meters at 
Conestoga substation. 

• • • 

[18058] Q. In an hour in which there was transmitted over 
the 220 kv. circuits to Safe Harbor, 50,000 kilowatt-hours 
net amount and there was transmitted over the 25-cycle lines 
from Holtwood to Highlandtown a net amount of 25,000 
kilowatt-hours, and there was supplied to the Railroad for 
consumption in Maryland, exclusive of the amount supplied 
to the Railroad at Benning, a net amount of 25,000 kilowatt- 
hours, you treated the net Baltimore backfeed as being zero 
for that hour. Is that correct? [18059] A. I so con¬ 
sidered it. 

Q. Did you consider that the amount of energy sup¬ 
plied to the Baltimore Company for that hour was zero? 
A. For what purpose? 

Q. For the purposes of interchange accounting under 
the contracts. A. I am afraid you will have to be a lit¬ 
tle more specific, Mr. Wahrenbrock. 

Mr. Myse : Mr. Wahrenbrock, do you mind if I fur¬ 
nish the witness with Exhibits 18 and 19, and also 20? 

Mr. Wahrenbrock: No, indeed. 

The Witness: Is there a question pending? 

By Mr. Wahrenbrock : 

Q. You have made a comment. I would like to ask you 
whether, in the light of those exhibits which have been 
handed you, you are now able to answer the question. A. 
May I have the original question? 

(Question read.) 
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The Witness: For the purpose of determining Holt- 
wood Company’s firm power bill to Baltimore Company for 
the years 1944, ’45, ’46, such firm power bills being shown 
for the year 1944 and 1945 in Exhibit 19 and for the year 
1946 in Exhibit 379, Schedule D, the interchange accounting 
with Baltimore Company was determined in that maimer. 

By Mb. Wahrenbrock: 

[18060] Q. Thank you. 

T r i a l Examinee: To what manner do you refer? 

The Witness : In the manner just described in the pre¬ 
ceding question. 

Trial Examinee: Will you indicate more spe¬ 
cifically what that is ? 

The Witness: The amount of net Baltimore backfeed 
which we have been discussing this morning was deter¬ 
mined, as I stated in the second or third answer in this 
morning’s record and that was the method used in deter¬ 
mining the interchange accounting shown and used in con¬ 
nection with the Holtwood firm power bills I have just 
described. 

Trial Examiner : The question was whether, on the 
basis of the hypothetical figures, the interchange ac¬ 
counting would not come out zero. 

The Witness: And I agreed that it would. He then 
asked me if that method was the method used. 

Trial Examiner : I didn’t hear that. 

The Witness : As represented by the several examples 
he gave me. 

Let me state again, Mr. Examiner- 

Trial Examiner : Offset against the 50,000 net over 
the 220 kv. circuits to Safe Harbor, the 25,000 running 
over the 66 kv. at 25-cycles and the 25,000 to the rail¬ 
road for use in Maryland? 
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[18061] The Witness : With the understanding that no part 
of that 25,000 was supplied to the Railroad from Benning. 

By Mb. Wahbenbbock : 

Q. Referring to transcript 16,607, the first line and 
the 51 per cent figure, it appears from the work sheets 
which you have supplied to us, and particularly the work 
sheet which has the heading, “Generation by Penn Water 
and Safe Harbor and Distribution Between Maryland and 
Pennsylvania in Megawatt-Hours”, that for 1946 you de¬ 
rived a percentage figure of 51.7 by a method which in¬ 
cludes the consideration of an amount of 126,095 megawatt- 
hours designated as “132 kv., Perryville and Conowingo, 
net hourly delivery. ’ ’ 

Do you recognize that figure, and will you explain how 
it was computed? A. Yes, I will. The amounts shown 
on the work sheet are the actual amounts supplied to the 
Pennsylvania Railroad at Conowingo and Perryville. Such 
actual supplies are taken on a net hourly basis and accumu¬ 
lated and shown on the work sheets as amounting to 126,095 
megawatt-hours for the year 1946. 

Q. In computing that figure did you make any deduc¬ 
tions for amounts at other points, such as Fishing Creek? 
A. I don’t know what you mean by ‘ ‘ deductions. ’ 9 It states 
it is the amount delivered at Perryville and Conowingo. 
Obviously it does not include the amounts at Fishing Creek. 

Q. Is any of the amount included in the 126,095 based 
[18062] on meter readings at Perryville? A. In part. 

Q. The part being the Philadelphia Electric inter¬ 
change? A. No. 

Q. What part ? A. Being the amount supplied to the 
Railroad section in Maryland through the by-pass meter 
known as the BB meter. 

Q. That is the only part of this 126,095 based on meter 
readings at Perryville. Is that right? A. Yes. 

Q. All the other meter readings are of meters located 
at Conestoga? A. Well, we are right back into the com- 
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plications of the meters. I will have to explain it here so 
we won’t get confused. 

Under the Railroad contract identified as Exhibit 10, 
electric companies—and I am there referring to Penn 
Water, Safe Harbor, and Baltimore Company—agree to 
provide meters at Perryville on the 132 kv. high-tension 
lines. However, those meters would have cost, as I recall 
it, something like 75 or 100 thousand dollars, and it was 
determined that meters could be installed at Conestoga sub¬ 
station on those circuits with special compensating windings 
which were referred to as “loss meters” which, in effect, 
looked down over the lines and measured the quantities at 
Perryville in both directions. 

Therefore, although the actual kilowatt-hour meters 
are [18063] not at Perryville, they do meter the amounts 
at Perryville and were provided for a few thousand dollars 
instead of $100,000. 

Q. The figure of 126,095 is a net figure based upon 
readings of the by-pass meters actually located at Perry¬ 
ville and these “loss meters” physically located at Cones¬ 
toga but reading as though located at Perryville, to which 
you have just referred, and not others. Is that correct? 
A. No. Let me explain that again. 

You have kilowatt-hour meters on each transformer at 
Conestoga substation connected to the lines going to Perry¬ 
ville. 

I am here concerned only with those meters on lines 
P-7 and P-8. In addition to those kilowatt-hour meters 
there are compensating meters known as “loss meters”. By 
reading the kwh. meters and either adding or subtracting 
the “losses” as metered, it is possible to determine the 
amounts on the circuit at Perryville. However, considera¬ 
tion must be also given for the amounts tapped from cir¬ 
cuits P-7 and P-8 at Safe Harbor and at Fishing Creek and 
proper adjustments made for those amounts so taken off. 

It is because of these complications that I recognize it 
would take so long to explain the other question yon asked 
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[18061] The Witness : With the understanding that no part 
of that 25,000 was supplied to the Railroad from Benning. 

By Mb. Wahbenbbock : 

Q. Referring to transcript 16,607, the first line and 
the 51 per cent figure, it appears from the work sheets 
which you have supplied to us, and particularly the work 
sheet which has the heading, “Generation by Penn Water 
and Safe Harbor and Distribution Between Maryland and 
Pennsylvania in Megawatt-Hours”, that for 1946 you de¬ 
rived a percentage figure of 51.7 by a method which in¬ 
cludes the consideration of an amount of 126,095 megawatt- 
hours designated as “132 kv., Perryville and Conowingo, 
net hourly delivery . 1 9 

Do you recognize that figure, and will you explain how 
it was computed? A. Yes, I will. The amounts shown 
on the work sheet are the actual amounts supplied to the 
Pennsylvania Railroad at Conowingo and Perryville. Such 
actual supplies are taken on a net hourly basis and accumu¬ 
lated and shown on the work sheets as amounting to 126,095 
megawatt-hours for the year 1946. 

Q. In computing that figure did you make any deduc¬ 
tions for amounts at other points, such as Fishing Creek? 
A. I don’t know what you mean by ‘ ‘ deductions. ’ ’ It states 
it is the amount delivered at Perryville and Conowingo. 
Obviously it does not include the amounts at Fishing Creek. 

Q. Is any of the amount included in the 126,095 based 
[18062] on meter readings at Perryville? A. In part. 

Q. The part being the Philadelphia Electric inter¬ 
change? A. No. 

Q. What part? A. Being the amount supplied to the 
Railroad section in Maryland through the by-pass meter 
known as the BB meter. 

Q. That is the only part of this 126,095 based on meter 
readings at Perryville. Is that right? A. Yes. 

Q. All the other meter readings are of meters located 
at Conestoga? A. Well, we are right back into the com- 
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plications of the meters. I will have to explain it here so 
we won’t get confused. 

Under the Railroad contract identified as Exhibit 10, 
electric companies—and I am there referring to Penn 
Water, Safe Harbor, and Baltimore Company—agree to 
provide meters at Perryville on the 132 kv. high-tension 
lines. However, those meters would have cost, as I recall 
it, something like 75 or 100 thousand dollars, and it was 
determined that meters could be installed at Conestoga sub¬ 
station on those circuits with special compensating windings 
which were referred to as “loss meters” which, in effect, 
looked down over the lines and measured the quantities at 
Perryville in both directions. 

Therefore, although the actual kilowatt-hour meters 
are [18063] not at Perryville, they do meter the amounts 
at Perryville and were provided for a few thousand dollars 
instead of $100,000. 

Q. The figure of 126,095 is a net figure based upon 
readings of the by-pass meters actually located at Perry¬ 
ville and these “loss meters” physically located at Cones¬ 
toga but reading as though located at Perryville, to which 
you have just referred, and not others. Is that correct? 
A. No. Let me explain that again. 

You have kilowatt-hour meters on each transformer at 
Conestoga substation connected to the lines going to Perry¬ 
ville. 

I am here concerned only with those meters on lines 
P-7 and P-8. In addition to those kilowatt-hour meters 
there are compensating meters known as 11 loss meters 9 ’. By 
reading the kwh. meters and either adding or subtracting 
the “losses” as metered, it is possible to determine the 
amounts on the circuit at Perryville. However, considera¬ 
tion must be also given for the amounts tapped from cir¬ 
cuits P-7 and P-8 at Safe Harbor and at Fishing Creek and 
proper adjustments made for those amounts so taken off. 

It is because of these complications that I recognize it 
would take so long to explain the other question you asked 
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me about the meters used in determining the supply to the 
Railroad in Maryland and Pennsylvania, respectively. 

[18064] Trial Examiner: How does the by-pass meter 

work? 

The Witness: The by-pass meter, Mr. Examiner, is in 
the bus tie breaker at the distribution substation of the rail¬ 
road at Perryville, being a 12,000 volt bus. One section of 
that bus is supplied through transformers with the 132 kv. 
circuits running from Safe Harbor via Perryville to Ben- 
ning and the other section of that low tension bus is sup¬ 
plied by transformers connected to the 132 kv. circuits ex¬ 
tending from Safe Harbor via Perryville to the Lamokin 
Substation of the Railroad near Chester, Pennsylvania. 
There is a certain amount of power flow between the 132 
kv. circuits north and those south, and that is metered at 
the time it flows across the bus tie breaker in the Perry¬ 
ville Substation. That is known as the BB meter. 

• • • 

By Mr. Wahrenbrock : 

Q. Then do I understand that this figure of 126,095 is 
based upon the readings of the by-pass meters at Perryville, 
the meters on circuits P-7 and P-8 physically located at the 
Conestoga Substation, with adjustments based upon the 
readings of the so-called “Loss meters ,, physically located 
at the Conestoga Substation, and with deductions for 
amounts supplied [18065] from the P-7 and P-8 circuits 
to Safe Harbor and to Fishing Creek? A. At Safe Har¬ 
bor and Fishing Creek, yes. The Railroad has distribution 
substations at Safe Harbor and Fishing Creek that are 
supplied from these circuits and adjustment has to be made 
for the amount so supplied. 

Q. The deductions, then, are of amounts supplied from 
the P-7 and P-8 circuits at Safe Harbor and at Fishing 
Creek? A. That is correct. 

Q. With that amendment my statement is correct? 
A. That is correct. 
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Trial Examines: What becomes of the amounts 
taken off there? Are they used by the railroad? 

The Witness: They are used by the railroad on their 
trolley circuits for the operation of electric trains along the 

C&PD freight division of the railroad. 

• • • 

[18088] Q. So that Exhibit 42 reflects whatever supply of 
energy there may have been from the house units on to the 
main bus at Safe Harbor during the hours covered by that 

exhibit? A. That is correct. 

• # • 


[18260] EDWARD L. DUNN. 


Re-Cross-Examination (Continued). 

By Mb. Hull: 

• • # 

[18262] Q. You have in your exhibits and testimony con¬ 
sidered five per cent as a reasonable rate of return to be 
allowed to the Respondent company for the immediate 
future, have you not? 


The Witness : I have made no study of what is a rea¬ 
sonable rate of return for Pennsylvania Water & Power 
Company and the fact that I selected five per cent is merely 
for illustrative purposes. 

• • i 


[18318] GEORGE W. SPAULDING. 

• • • 


Cross-Examination (Resumed). 
By Mr. Goldb: 


awe 


[18322] Q. Now, then, Mr. Spaulding, directing your at¬ 
tention to 189.9 million kilowatt hours appearing in line 4 
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schedule 3-a [18323] of Exhibit 378, would you please de¬ 
scribe for us your derivation of that figure! A. That 
figure is the sum of two groups of items, namely, first the 
sum of the kilowatt hours supplied as interchange by Penn 
Water and Safe Harbor to their Pennsylvania customers 
that did not involve any net hourly backfeed from Balti¬ 
more. 

Secondly, it includes the sum of the kwh supplied by 
Penn Water and Safe Harbor to their Pennslyvania cus¬ 
tomers that was supplied during the time that ‘‘Net Balti¬ 
more Backfeed was being received from Maryland.” 

Q. So that relating your answer to your exhibits, Ex¬ 
hibit 359 shows 23,019,000 kilowatt hours used for inter¬ 
change. Therefore the balance of the 189 million kilowatt 
hours being the difference between 189.9 million kilowatt 
hours and the 23,019,000 comes from diverted energy; is 
that right? A. I think that is correct. 

• • • 

Trial Examiner : What do you mean by * ‘ Diverted 

Energy”? 

The Witness: I am glad you asked me that, Mr. Ex¬ 
aminer. That is a term I have coined here, and I should 
like to explain it in order that there may be no misunder¬ 
standing. It is the [18324] amount of energy that would 
have been delivered to Baltimore Company and Washing¬ 
ton Company except that it was more economical to supply 
that energy to the Pennsylvania customers and for Balti¬ 
more or Washington Company to increase their own gen¬ 
eration. It was called diverted energy merely for the pur¬ 
pose of distinguishing it from the amount of backfeed 
itself. 

By Mr. Goldberg: 

Q. Does my memory serve me right? I have a recol¬ 
lection that the company speaks of diverted energy in its 
FPC form 12 report; is that right? A. I am not sure 
whether they do or not. I am not familiar with that use, 
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although if you show it to me, it might recall my memory. 

Q. I am just looking here to see—yes, I think that 
this probably refers to the same thing. If it does not I 
wish you would tell me. 

I show you the 1944 Power System Statement, FPC 
form 12 filed by Pennsylvania Water and Power Company 
covering the Holtwood-Safe Harbor system, and I direct 
your attention to Schedule 8 and the notes to Schedule 8, 
Column 4, lines 11 to 22, inclusive, and there reference is 
made, is it not, to the diversion of energy which is de¬ 
livered by Penn Water over its northern interconnections 
to others whenever interchange transactions are prac¬ 
ticable and economically justified; that is, whenever the 
cost of increased generation at the [18325] steam plants on 
Consolidated or PEPCO systems is lower than the cost of 
power generation in other plants in the interconnected 
systems ? A. The term is used in the same way as it was 
used in that issue of form 12. 

Q. That is what I thought. 

In speaking of this diverted energy, do you make any 
distinction or attempt to determine whether it is Holt- 
wood’s entitlement or Baltimore’s entitlement which is di¬ 
verted? A. I do not know what you mean by “entitle¬ 
ment ’ ’ in that connection. 

Q. Well, I will try to be more specific. Under Items 
E, F and G, for example, there are two-thirds entitlement 
and one-third entitlement to Consolidated and Holtwood 
respectively of Safe Harbor’s output. 

Now, then, when you speak of this diverted energy, 
do you attempt to make any identification of the diverted 
energy in relation to entitlements; that is, whether it is 
Baltimore’s entitlement that is diverted or Penn Water’s? 
A. No, I make no attempt to distinguish between them. I 
was not interested in that because I am treating both com¬ 
panies together here. 
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[18341] Q. It is the fact, is it not, that a considerable 
amount of the backfeed is transmitted to Pennsylvania 
during daylight hours? A. No, it is not a fact. When 
you say “considerable amount’’ that is such an ambiguous 
statement. In my opinion there are relatively small 
amounts of energy received from Baltimore and use in 
connection with firm supply in Pennsylvania during the 
daylight hours. There are at times considerable amounts 
of backfeed received and used in connection with inter¬ 
change transactions but I would not agree that there was 
any amount of energy received and used in connection with 
firm power services in the daytime hours unless by day¬ 
time you mean Saturdays, Sundays and holidays, or after 
the peak in the evening while the sun is still shining. I do 
not think of those as daytime hours. 

• • • 

[18342] Q. If you have 50 going to Highlandtown and 50 
going back in the other direction over the 220 kv lines, you 
cancelled out one against the other in arriving at your 
80 million kilowatt hours, is not that so ? A. For the pur¬ 
pose of this cost-of-service study I did that; yes, sir. 

Q. So that it is a fact, is it not, that the actual [18343] 
physical deliveries of backfeed to Pennsylvania used in 
connection with firm supply at Pennsylvania would be 
greater than the amount shown in line 3 of schedule 4-a? 
A. That is correct, because I have considered all the gen¬ 
erating sources as a group for the purpose of this cost-of- 
service study; I could not do otherwise for this purpose. 

• • • 

Q. If I understood one of your answers in connection 
with line 3, Schedule 4-a of Exhibit 378, it was this, was 
it not, that the backfeed is supplied by Baltimore Com¬ 
pany as it is, so that Baltimore Company can receive, as 
you put it, energy which is more valuable to it at other 
times? A. That is correct. 
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Q. Doesn’t that apply as well to the Pennsylvania cus¬ 
tomers? A. I am sorry, I do not understand your ques¬ 
tion. Doesn’t what apply as well? 

Q. The use of the backfeed makes the Safe Harbor- 
Holtwood energy output more valuable to the Pennsylvania 
customers [18344] as well? A. No, I would not agree. 

Q. Why not ? A. I do not see that there is any rela¬ 
tion at alL Let me explain what I meant again. Let’s 
assume Baltimore sent back to Penn Water 1 million kilo¬ 
watt hours in a day during the hours from 9 P. M. to 9 
A. M. the following morning, and received from Penn 
Water and Safe Harbor 1 million kilowatt hours between 
the hours of 9 A. M. and 9 P. M. the following day. 

The net delivery to Baltimore from Penn Water and 
Safe Harbor is zero but Penn Water and Safe Harbor have 
delivered energy when its value is high and received energy 
when its value was very low, so that the net deliveries may 
be zero but a very valuable service has been rendered. 

There is nothing comparable to that in connection with 
Pennsylvania customers at all. 

Q. Is it a fact that the supply of backfeed during off- 
peak hours enables Penn Water to supply the Pennsyl¬ 
vania customers during on-peak hours? A. No. It 
enables Penn Water and Safe Harbor to have more service 
to supply during the on-peak hours to everybody. 

Q. Including the Pennsylvania customers? A. That 
is right, and due to that it is necessary for Penn Water 
and Safe Harbor to obtain supplemental energy. [18345] 
It can obtain it from wherever it is most economical to do 
so. In the year 1946 a portion of that supplemental energy 
was received from Baltimore. 

Q. Now, when the backfeed is the supplemental energy 
that you have referred to then it does enable Penn Water 
to supply the Pennsylvania loads during on-peak hours? 
A. No, it permits Penn Water and Safe Harbor to have 
more energy to supply Baltimore during the on-peak hours. 

Q. When talking about the Pennsylvania customers it 
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does, in so far as Pennsylvania customers are concerned, 
enable Penn Water to supply their loads during on-peak 
hours? A. No, that is not correct. 

Q. You say it is not correct because you want to in¬ 
clude Baltimore as well? A. No, I am just saying it is 
not a correct statement. 

Q. Is not the supplemental energy which Penn Water 
receives a benefit to Penn Water in connection with the 
supply of the Pennsylvania loads during on-peak hours? 
A. No, it is not. 

• • • 

[18346] Q. Let me put it this way, which I hope will elim¬ 
inate any difficulties. Is it possible by using the hydro 
energy only without any supplemental supply of energy to 
meet the on-peak requirements of the Pennsylvania cus¬ 
tomers? A. I should like to answer that, I should like 
to give two answers to that question. First, the answer 
is yes, they can. Secondly, they do not operate that way, 
they never were intended to operate that way and it would 
not be economical for them to operate that way unless we 
changed the Pennsylvania contracts and provided for 
greater supply. 

Q. Now, then, do I understand that your answer “yes, 
they can” is, if I may put it this way, “An answer based 
upon physical capacity alone without regard to the eco¬ 
nomics of [18347] the situation”? A. That is correct. 

We went all through that on my re-direct, as you re¬ 
call. 

Q. I just want to understand exactly what you are 
saying; by having regard for the economics of the situa¬ 
tion reliance is had on the supplemental energy to assist 
in meeting the on-peak requirements of the Pennsylvania 
customers? A. No, that is not correct. The supple¬ 
mental energy makes possible a greater utilization of the 
energy and capacity resources of the hydro plants when 
used in supplying both the Pennsylvania customers and 
Baltimore Company and Washington. 
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Q. You mean, then, that the hydro plants can supply 
the firm power requirements of the Pennsylvania customers 
without any supplemental energy, right ? A. They could 
as a physical fact. 

Q. But as an economic fact they cannot? A. They 
could not supply the firm power requirements of Baltimore 
Company, the Pennsylvania Railroad and the Pennsylvania 
customers without operating their hydro plants in such a 
manner as to make the fullest use of the energy in provid¬ 
ing capacity value of the hydro plants. You go right back 
to my Exhibit Number 8 in this proceeding where I ex¬ 
plained that by conserving hydro energy for use during 
the peak hours it is possible to obtain a greater capacity 
value in terms of kilowatts—not dollars—from the hydro 
plants [18348] by such operation. To obtain this operation 
it is necessary for Penn Water and Safe Harbor to obtain 
supplemental energy to meet their off-peak requirements. 

Q. Could the firm requirements of P. P. & L., M. E. 
Company and Philadelphia Electric Company be supplied 
by the hydros without any supply of supplemental energy? 
A. Yes, it could but it would not be for the reasons I have 
just given. 

Q. And you say they could, even during periods of low 
flow? A. That is correct, but that is not the way they 
operate. It is not the way they were intended to operate. 

Q. It is not the way they were intended to operate and 
it is not the way they operate because of a desire to secure 
maximum economy and maximum utilization of natural re¬ 
sources, is that right? A. That is correct, and when I 
say the way they do not operate and would not operate I 
am referring, of course, only to the present firm power re¬ 
quirements of the Pennsylvania customers. There might 
be quite a different method of operation if there were 
changes in those Pennsylvania customers ’ contracts which 
would permit an entirely different operation of the hydro 
plant and there would not be any requirement of supple¬ 
mental energy and we might not have to consider the firm 
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power requirements to Baltimore, but we are talking 
[18349] about the situation as we find it today. 

Q. You mean they would supply their own off-peak re¬ 
quirements? A. That is correct, as Metropolitan Edi¬ 
son Company does today. 

I am referring to that type of contract. If all the Penn¬ 
sylvania contracts—in fact, if Baltimore had the same type 
of contract there would be no need of supplemental energy 
at all and it would be possible to obtain even a greater 
utilization of natural resources of the Susquehanna River. 

Q. Under those circumstances you are saying each com¬ 
pany would supply its own off-peak requirements? A. 
Yes, sir, as they can today. 

Q. In securing maximum economy and utilization of 
natural resources the supply of supplemental energy is a 
necessary component of that operation in meeting the on- 

peak requirements of the Pa. customers, is not that so? 

• • • 

Mb. Spabks : Mr. Examiner, I have listened to this 
at quite some length this morning without objecting. I 
do object now to this line of cross-examination since it 
was gone into thoroughly on cross-examination after 
re-direct of Mr. Spaulding last fall, and I am sure it 
was gone into during his cross-examination in chief. 
It is therefore, repetitive. 

[18350] Trial, Examiner: The objection is overruled. 

• • • 

The Witness: No, that is not correct. The supple¬ 
mental energy is required to meet the off-peak requirements 
of the present firm power customers, not the on-peak re¬ 
quirements. 

By Mr. Goldberg : 

Q. Those off-peak requirements are firm power re¬ 
quirements? A. Yes, sir, they are, in connection with 
present contracts. 
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[18355] Q. Will you please turn to Exhibit 379, Schedule 
D? A. Yes, sir. 

Q. Do I correctly understand that Schedule D does not 
represent any bill which is actually rendered to Baltimore 
Company? A. You correctly understand that the dollars 
shown on that bill were not the dollars paid by Baltimore 
Company. 

Q. Well, is Schedule D a reproduction of a bill actually 
rendered to Baltimore Company for 1946? A. No, it is 
not. 

Q. It is, shall we say, a hypothetical, a synthetic bill 
which you have developed to point out Items (d) 5a and 5b? 
A. I think I would say more than that, Mr. Goldberg. For 
some time Baltimore and Penn Water have considered the 
necessity of a firm power bill and have discussed the means 
of preparing such a bill and billing in accord with a firm 
power bill, but because of the imminence of the present pro¬ 
ceedings Baltimore Co. did not desire to use this form of 
bill 

• • • 

[18378] Q. Have the rates gone up on Pennsylvania Power 
and Light Company since 1933? A. They have. 

[18379] Q. Since 1933 they have been increased? A. 
That is right, by reason of adjustments in the contract. 

Q. A fuel adjustment? A. That is correct, by rea¬ 
son of the fuel rate adjustments provided for in the con¬ 
tract. 

Mb. Spabks: May we have Mr. Goldberg’s original 

question about the rate ? 

Trial. Examiner : Yes. 

(Question read.) 

The Witness: I am sorry. I did not recognize that 
you were limiting that to Pennsylvania Power and light 
Company. The Pennsylvania Power and Light Company 
contract for firm power services does not contain a fuel rate 
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adjustment, so that is the exception of the Pennsylvania cus¬ 
tomers. 

By Mb. Goldbebg : 

Q. So that the rates of Pennsylvania Power and Light 
Company have not been increased since 1933, and your an¬ 
swer was directed to Philadelphia Electric Company? A. 
And to Metropolitan Edison and the Kailroad. 

Q. What are the “very definite advantages and bene¬ 
fits not available to the other customers of Penn Water” 
that Baltimore Company obtained in 1931 and still has to¬ 
day? A. One of them was the matter we discussed this 
morning, whereby supplying off-peak energy at a time when 
[18380] Baltimore’s cost is low, and when it is being gen¬ 
erated on the most efficient generating units, permitting the 
conservation or retention of water behind the hydro dams 
in order that the same amount of energy may be supplied 
to Baltimore Company during the on-peak hours when such 
energy would otherwise have to be generated on the less 
efficient and higher cost generating equipment at Baltimore 
and Washington. 

Q. And your testimony is that in so far as Penn Water 
and Safe Harbor, if you will, are concerned, that supply of 
backfeed is not beneficial to Penn Water? A. No, that is 
not; that is beneficial to Baltimore Company. 

Q. In relation to Penn Water’s and Safe Harbor’s, if 
you want to put it that way, firm power requirements of 
Pennsylvania? A. That is right, and that is one of the 
several big advantages to Baltimore Company. 

Q. Now, what are the other very definite advantages 
and benefits not available to the other customers of Penn 
Water which Baltimore Company secured in 1931 and still 
has today? A. The flexibility that comes from operating 
large hydro plants such as those at Holtwood and Safe 
Harbor together with the generating facilities of Baltimore 
and Washington, as two horses in a team, if you will, all 
of the advantages of such operation inure to Baltimore 
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Company and do not [18381] inure to any of the Pennsyl¬ 
vania customers, including in that manner the capacity ad¬ 
vantages which permit the flexibility of operation of the 
hydro and steam at such times as they will have the greatest 
benefit to Baltimore Company both from an operating point 
of view as to economy, and from an operating point of view 
as to scheduling of maintenance. 

Q. This flexibility of operation is of benefit to Penn 
Water? A. No, it is not. It is a benefit to Baltimore 
Company. 

Q. In other words, you have the interconnected sys¬ 
tem with the benefit flowing from the flexibility of the inter¬ 
connected system, flowing solely to one member of that in¬ 
terconnected system; is that it? A. That is the benefit 
that flows to Baltimore through the contract, and is not 
available to the other customers of Penn Water. 

Q. Is your answer “yes” to my question? A. May 
I have it again? I thought I answered it. 

(Question read.) 

The Witness: Well, I did not say to one member, be¬ 
cause there is more than one party that benefits to some 
extent. Washington gets some benefit from that as the 
result of being a member or being a party to a pooling ar¬ 
rangement, but most of the economic advantages flow di¬ 
rectly to Baltimore Company [18382] and I think it would 
be correct to say that any advantages that might otherwise 
go to Washington other than those provided for in that 
contract still flow to Baltimore Company, so that I think 
your statement is correct. 

Q. Well, I want to be sure I understand. Are there 
any advantages flowing to Penn Water from this flexibility 
of operations derived from this pooling arrangement? 
A. No. 

Q. So that it is your testimony that it goes to only two 
members of the interconnected system, namely, Washing¬ 
ton Company and Baltimore Company? A. Well, I have 
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since qualified that and said that it all goes to Baltimore 
Company because Baltimore Company gets all the economic 
benefits that grow out of the interconnection arrangement 
between Baltimore and Washington except such as may go 
to Washington under the terms of that agreement. 

Q. That qualification really goes to one customer, is 
your testimony? A. That is correct, all the benefits flow 
to Baltimore Company, those benefits we have been talking 
about. 

Q. Is maximum utilization of natural resources a bene¬ 
fit flowing from the interconnected system? A. The max¬ 
imum utilization of the natural resources results from such 
coordination, and the benefits of such operation flow to 
Baltimore. 

[18383] Q. All of it flows to Baltimore? A. The day to 
day, hour to hour or year by year benefits flow to Balti¬ 
more Company, that is correct. 

Q. And would that be your testimony if I substituted 
for maximum utilization of natural resources resulting from 
the operations of the interconnected system, maximum econ¬ 
omy resulting from the operations of the interconnected sys¬ 
tem, all of those advantages flow only to Baltimore from day 
to day, hour to hour and year to year? 


The Witness: I do not believe so because some of the 
economies are the result of interchange transactions, the 
savings from which are divided between Baltimore Com¬ 
pany on the one hand and Penn Water on the other, which 
Penn Water passes on to its Pennsylvania customers in the 
way of a saving in their operating expense from such in¬ 
terchange. 

By Mr. Goldberg : 

Q. So you would say that there is a benefit in connec¬ 
tion with interchange that flows to Penn Water and the 
Pennsylvania customers ? A. Yes, there is. 
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Q. That is the only qualification you would make, in¬ 
terchange? A. My difficulty in answering that is just 
what we go [18384] back to when you say is that the only 
qualification, interchange. Are you going back to the econ¬ 
omies of operation? 

Q. That is right, the point you just mentioned. A. 
That is correct. 

• • • 

[18386] Q. So that we can safely talk about the minimum 
amount and in talking about that amount it is your testi¬ 
mony—and I will not relate it to anything else right now— 
is it your testimony that the hydros, Safe Harbor and Penn 
Water can meet fhe requirements of 45,000 kw on a continu¬ 
ous basis without receiving any supplemental supply of en¬ 
ergy? A. Of course, giving consideration to the steam 
generation at Holtwood? 

Q. Yes. A. It could not under all low-flow condi¬ 
tions, no, but under most low-flow conditions it could and at 
such times it would not require supplemental energy from 
some source. 

Q. What are the advantages to Baltimore Company as 
the residual receiver as you have testified in lines 20 to 22 
of transcript 16,669? A. One of the advantages is the 
ability or opportunity [18387] to use hydro energy and ca¬ 
pacity during high-flow periods for purposes of steam sta¬ 
tion maintenance and for other equipment maintenance 
work. 

It must be recognized in connection with that position 
as a residual receiver that there is a very definite seasonal 
variation in the amounts available and while it cannot al¬ 
ways be predicted way in advance, it can be predicted with 
reasonable accuracy for periods of six weeks or thereabouts. 

Q. That fits into the advantage that you described as 
flexibility of operations? A. Yes, that is right, that is 
one of them. 

Q. Are there any other advantages that you have in 
mind when you use the word ‘ ‘ advantages ’ * in line 22 of 
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transcript 16,669? A. There is a definite tax advantage 
nnder the existing contract in snch a position. 

Q. Yon mean a federal tax advantage? A. Yes. 

Q. Is that related to that pyramiding sitnation? A. 
That is right, yes, it grows ont of that form of contract. 
The difference between a “d. c.” company that Mr. Walls 
testified to in the proceedings in IT-5914 and the “S. H.” 
type of contract is a very real dollar advantage, several 
hnndred thousand dollars a year, I believe. 

Q. Any other advantages that yon have in mind? 
[18388] A. No, I think those were the only two. 

Q. What do yon understand by the phrase “residual 
receiver”? A. A company who will receive or can re¬ 
ceive the amounts that may be available after some other 
situation has been met. In this instance, of course, the 
amount of energy, capacity and other services that are 
available after the other obligations of Penn Water and 
Safe Harbor have been met and provided for. 


[18436] Q. # * I would like to show you an article written 

by Mr. Allner, with which you are probably familiar- 

[18437] A. Yes, I think I assisted him in the preparation 
of the data therein. 

Q. Which appears in Volume 66 of Power at page 135. 
I have a photostatic copy so I can leave this before you. 

The article is entitled “Operation of Hydro and Steam 
Plants in Parallel.” Isn’t that right? A. Yes. 

Q. And it is by F. A. Allner; is that correct? A. 
That is correct. 

[18438] Q. And from what you have just said you, of 
course, knew Mr. Allner and worked with him. Is that 
right? A. Very well, yes, indeed. 

Q. At the time he wrote the article he was general su¬ 
perintendent of Pennsylvania Water and Power Company. 
Is that right? A. It so states in the article. 
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Q. Mr. Allner was connected, was lie not, with the de¬ 
sign and construction of the Holtwood Steam plant? A. 
Yes, he was. 

Q. Referring to page 136 under the caption “Size and 
Type of Generating Units,” do you see that? A. Yes. 

Q. This appears, does it not: “From the point of view 
of low first cost and of economy of operation under base 
load conditions, larger generating units would have been 
desirable. However, these considerations were subor¬ 
dinated to sturdiness, reliability of service, quick starting 
and maximum coordination with the hydroelectric plant.” 
It so states, does it not? A. It does. You have read it 
correctly. 

Q. You don’t disagree with that, do you? A. No, 
indeed, recognizing it was written in 1927 under then- 
existing conditions, and I think the next sentence which you 
did not read is the sentence you and I have been discussing 
[18439] at some length for the last hour and a half. 

Q. If you think so I would be glad to have you read it. 
A. I would like to. 

* 1 Furthermore, under the existing conditions these 
initial steam units must often operate at a compara¬ 
tively small load, either when separated from the rest 
of the generating system, or in high flow when operat¬ 
ing on the peaks so as to take the top of the load and 
give the hydroelectric units maximum load. All these 
considerations pointed toward relatively small sturdy 
machines for the initial installation, approximating in 
capacity the hydroelectric units.” 

• • • 

[18441] Q. I want to refer you to another article written 
by the same Mr. Allner entitled “The Holtwood Steam 
Plant Design and Operation in Coordination with Water 
Power. ’ ’ Are you familiar with that article ? A. It ap¬ 
pears to have considerably the same text as the other article 
appearing in “Power” had. 
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Mr. Sparks : Does it have a date on it ? 

The Witness: Yes, it was presented at the summer 
convention of the American Institute of Electrical Engi¬ 
neers in Detroit, Michigan, in June of 1927. 

By Mr. Goldberg: 

Q. The same year the other article was presented to 
which we referred, is that correct? A. It was. 

Q. Will you refer to page 8 of the article, the first 
paragraph in the right-hand column on that page? Be¬ 
ginning at about the third line this appears, does it not: 
“The present boiler installation is larger than needed for 
the first two turbines, and surplus pulverizing capacity on 
a bituminous rating was installed to offset partially the 
reduction in capacity when milling river coal.” Is that 
right? A. Yes. 

Q. “Switching equipment is installed for two more 
units [18442] and the cable tunnel to the hydroelectric plant 
will take care of the ultimate station.” 

Have I correctly read from the article? A. You 
have. 

Q. And I imagine you agree with that, do you not? 
A. I agree with the statement as written in 1927, yes. Those 
are not all the facts today which I referred to on page 
16,680. 

Q. The facts today, Mr. Spaulding, can’t change the 
reasons why capacity was installed at the time it was in¬ 
stalled, isn’t that so ? A. But additional costs have been 
incurred since then, Mr. Goldberg. 

i i • 

[18459] Q. Is it your statement, in the light of that testi¬ 
mony, that furnishing backfeed does not constitute fur¬ 
nishing capacity service? A. That is correct. 

• • # 

Q. You say when arrangements have been made to 
operate capacity without energy that that constitutes the 
furnishing [18460] of backfeed as a capacity service? A. 
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Well, my difficulty with the question is this: That backfeed 
has generally been used in reference to energy alone, yet 
we had an example the other day in one exhibit, I believe 
it was a bill for interchange services rendered between Penn 
Water and P. P. & L. Company for April, 1944 in which 
there was capacity services arranged in advance and billed 
as interchange services, and during that month certain of 
that capacity that was operated without energy was op¬ 
erated by Baltimore Company. That is an instance where 
capacity service is provided by Baltimore Company in con¬ 
nection with interchange transactions arranged, first, by 
Penn Water with its Pennsylvania customers, and may or 
may not involve the furnishing of backfeed energy. 

I assumed you were using the word “ backfeed ” in a 
general sense rather than as energy itself. 

Q. When there is a backfeed flow of energy, at such 
times does Baltimore Company ever furnish any capacity 
service? A. In connection with such interchange trans¬ 
actions as I have just referred to. 

Q. How about when the backfeed is being supplied for 
firm delivery in Pennsylvania? A. No, Penn Water and 
Safe Harbor are themselves providing capacity service in 
that connection, and they are receiving services as back¬ 
feed. 

Q. That is true even when Safe Harbor and Penn 
Water [18461] generating units are not generating electric 
energy ? A. That is correct, they need not be generating 
electric energy. 

Q. Could you define capacity service that Safe Harbor 
and Penn Water are then providing? A. Yes. There is 
capacity operating for the rendering of such capacity serv¬ 
ice, such as I have described the last several days. 

Q. You mean reactive? A. Reactive, yes, as well as 
capacity being one of the services being rendered by Penn 
Water and Safe Harbor. Reactive is another service. 
Voltage regulation is another service being rendered by 
Penn Water and Safe Harbor, and supplied together with 
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energy received by Baltimore Company in connection with 
such service. 

Q. Does that apply during extended low-flow periods? 
A. Yes. One doesn’t have to have energy to provide ca¬ 
pacity service at all. 

Q. One can be supplying energy and still be supplying 
capacity service? A. One can be. One doesn’t neces¬ 
sarily. For instance, interchange transactions largely re¬ 
late to supply of energy without any capacity commitment 
whatsoever, or any capacity obligation whatsoever. 

Q. You said a little while ago that when Baltimore 
starts [18462] up a unit in a generating station that is al¬ 
ready operating to meet Penn Water’s requests for back¬ 
feed that Baltimore is doing no more than anybody else 
does. A. That is correct. 

Q. Does that apply to the Pennsylvania customers? 
A. Yes. 

Q. Is it your statement that they are obligated to start 
up a unit in an operating station that is operating to supply 
Penn Water’s demands? A. They have the same obliga¬ 
tion that Baltimore Company has to do so. 

Q. Your answer is “Yes”, then, to my question? A. 
That is correct. Neither one, of course, is considered to 
have such an obligation. It is merely an agreement to do 
so from time to time. 

• • • 

Q. Is it your statement that Article 6 on page 9 of the 
Item H is not the basis for the furnishing of backfeed by 
Baltimore upon request by Penn Water? A. It is the 
provision which indicates that Baltimore will provide such 
backfeed energy, yes. 

Q. And is it your statement that there is nothing in 
Article 6 imposing an obligation upon Baltimore Company 
to [18463] start up a unit in a generating station in opera¬ 
tion if necessary to meet the requirements for backfeed 
made upon it by Penn Water? A. No more so than any 
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other customer that Penn Water arranges with to provide 
interchange energy. 

Q. That is not my question. My question is directed 
solely to Baltimore Company. I will have it read. A. 
It is an agreement by Baltimore Company to do so; that 
is correct. 

Q. It is an obligation of Baltimore Company? A. 
From an operating point of view I do not consider that 
any different operating responsibility than is undertaken 
by any of the other customers. 

Q. That is not my question. It is an obligation of Bal¬ 
timore Company- A. What do you mean by “obli¬ 

gation ’ ’ ? 

Q. You used it yourself this evening. 

Trial Examiner: Is it an operating responsibility? 

The Witness: It is. 

* 

By Mr. Goldberg: 

Q. Is it an operating obligation? A. I don’t know 
what the legal obligation is, Mr. Goldberg. 

Q. You have used “operating obligation” without re¬ 
gard to any legal concepts, and I ask you in that sense 
whether it [18464] is an operating obligation. 

Trial Examiner : Look at your testimony on 16,682. 

Mr. Goldberg : I was just looking at that, Mr. Ex¬ 
aminer. I was going to get at that next. 

• • • 

The Witness: I don’t consider it so. 

By Mr. Goldberg : 

Q. But you do consider, whatever it is that Baltimore 
has to do, is no more than what the Pennsylvania customers 
have to do on an as, if and when basis; is that correct? 
A. That is correct. 

Q. You do recognize, however, do you not, that what¬ 
ever Baltimore has to do it has to do until 1980 while what- 






2156 


George W. Spaulding, Cross 


ever the Pennsylvania customers do they do on an hour to 
hour or day to day basis? A. I still don’t consider it 
any different. 

Q. You recognize that, however, don’t you? A. I 
recognize that the contracts have different termination 
dates. 

Q. You recognize, do you not, that the provisions of 
Article 6 are not on an hour to hour and day to day basis? 
A. No, I do not. 

Q. You look at them as representing nothing more than 
an hour to hour and day to day basis? [18465] A. That 
is correct. I look at them exactly that way, as nothing more 
than an hour to hour and day to day basis. 

• • • 

[18466] Q. You are familiar with Article VIII appearing 
on page 35 of Item H, I am sure. Does that Article VIII 
mean [18467] to you that the operations of the steam sta¬ 
tions and the hydro stations of the interconnected system 
are to be so coordinated that backfeed from Baltimore and 
Washington will be available when and to the extent that it 
is required by Penn Water? 

• • • 

The Witness: No, it means that it will be operated to 
provide maximum economy only. 

• • • 

[18548] Q. What investments are now being accumulated 
in connection with contemplated projects which are classi¬ 
fied as property held for future use? A. Largely land 
items. 

Q. What are the contemplated projects? A. Addi¬ 
tional transmission facilities and additional [18549] hydro¬ 
electric developments. 

• • • 

[18555] Q. Now, you were talking about an investment hav¬ 
ing been made for future use in connection with “an addi¬ 
tional hydroelectric development ’ ’. What is the amount of 
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the investment that has been made for that purpose ? A. 
The amounts as of December 31, 1946 were slightly under 
$60,000. 

Q. Is the general location of the property above Safe 
Harbor? A. Yes, sir. 

Q. Is it not fair to state that there are no definite plans 
for that additional hydroelectric development ? A. There 
are no definite plans in that a specific design, a specific 
location or a specific date has been set; and when I say 
“specific” of course, I mean that they have not been defi¬ 
nitely determined. 

Q. In thinking about this additional hydroelectric de¬ 
velopment, I take it you are thinking about it as a separate 
hydroelectric development above Safe Harbor ? A. That 
is right. 

I should like to change an answer I made a few mo¬ 
ments ago as to the amounts that have been invested for 
such purposes. I think I gave a figure as of December 31, 
1946. 

Q. Right. A. I should like to qualify that state¬ 
ment by saying that for the purposes of my cost-allocation 
study, evidenced [18556] by Exhibits 35 and 378, I only 
included an amount of dollars equal to some $57,000. 

Mb. Spabks: You are relating that statement, Mr. 

Spaulding, to the investments being made for future 

use in connection with an additional hydroelectric de¬ 
velopment? 

The Witness: Yes. 

By Mb. Goldbebg: 

Q. I take it the money has been spent for the acquisi¬ 
tion of land rights; is that right? A. Yes, sir. 

Q. I take it there has been no thought given to who 
would own and operate the plant if and when constructed, 
is that right? A. Yes, there has been some thought given 
to it. 
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Q. Is it contemplated that Penn Water would own and 
operate it, in your present thinking? A. That decision 
has not been made. 

• • • 

[18563] Q. Now, at transcript 16686 you complain, line 24, 
to transcript 16687 line 6, both inclusive, about Mr. Davis’ 
use of $992,535 in his allocation because you say Penn 
Water actually paid more than that in 1944. 

Now, then, considering as you have said, that an alloca¬ 
tion should have regard for the future, was $992,535 more 
consistent with the future than the $1,214,000? A. That 
remains for the courts to determine. That matter is al¬ 
ready before the Third Circuit Court, and I cannot deter¬ 
mine what their judgment is going to be. 

Q. Is the rate reduction ordered by the Commission in 
Safe Harbor’s rates presently in force? A. With the 
stipulation by the parties that the money will be refunded 
to Safe Harbor in the event the courts hold that such 
amounts are deficient. 

Q. So th#t the charges today are based upon the Com¬ 
mission’s order, right? [18564] A. That is right. With 
the stipulation I just stated, which I believe is also in the 
hands of the Federal Power Commission. 

Q. When were Items E, F and G filed with the Penn¬ 
sylvania Commission? A. I could not tell you. I do 
not have that date. I will be glad to get it for you if you 
wish. 

Q. I would appreciate it. A. Probably there was 
more than one date because the contract identified Item 
G was filed, I am sure, later than contracts E and F. 

Q. I would appreciate having all the dates. A. I 
think I can give it to you, and it was filed both by Safe 
Harbor and by Penn Water with .. Pennsylvania Public 
Utility Commission. 

Q. And filed by Penn Water at the same time and 
Safe Harbor? A. I would presume at the same time, 
yes. 
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Q. Will you ascertain that? A. If I can do so over 
the evening. 

Q. Have any revised schedules been filed with the 
Pennsylvania Commission regarding Items E, F and G by 
either Safe Harbor or Penn Water? A. As I recall, the 
Pennsylvania Commission has been advised of the receipt 
of FPC Order 143, and that the parties [18565] have en¬ 
tered into a stipulation relating to the amounts currently 
being paid and the conditions under which Safe Harbor may 
look to those parties for additional sums in the event that 
the contentions of Safe Harbor Company are upheld by 
the Third Circuit Court. 

Q. So that no revised schedules have been filed with 
the Pennsylvania Commission? A. Not that I recall un¬ 
less you call that letter a schedule. It was not filed as a 
schedule. 


[18614] Q. Do you recall at all when you reached your 
conclusion with respect to the 295,000 kw for hydro and the 
28,000 kw for steam capacity in connection with the capacity 
values as you express it in Exhibit 35 ? 

• • # 


A. I would say it was within a matter of weeks of the 
time the testimony was finished and I think it was finished 
very shortly before it was presented. I would say it was 
during the first part of the year 1946, probably the first 
quarter. 

[18615] By Mb. Goldbebg: 

Q. That was the testimony presented in connection with 
the identification of Exhibit 35, is that correct? A. Yes, 
sir. 

Q. Do I correctly understand you did not employ the 
probability method in arriving at that 295,000 kw? A. 
No, you are not to understand that. I had the benefit of 
Mr. Watchorn’s conclusions in the probability determina¬ 
tion of dependable hydro capacity and at that time I gave 
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very careful consideration to it, among the other factors 
that he considered. 

Q. You mean it entered into your judgment in arriving 
at the 295,000 kw? A. Yes, definitely, and was one of the 
strongest factors, but I did not desire to use it until I had 
considered these other matters, as well. 

• • • 

[18618] Q. What do you mean by that, every time you 
have used it in such connection? A. Every time I have 
used “dependable capacity” in connection with my rebut¬ 
tal testimony of Mr. Davis, Exhibit 64, every time I have 
used dependable capacity as I used it in connection with 
Exhibit 35 and Exhibit 378,1 have used dependable capacity 
as being the dependable capacity determined from a proba¬ 
bility study. 

• • • 

[18635] Q. When you stated to the Examiner a little while 
ago that Penn Water always had, I think you said, services 
available or resources available- A. I think the lat¬ 

ter is right. 

Q. You were there confining yourself to capacity, and 
it did not intend to extend your answer to availability of 
energy, is not that so? A. I did intend to include avail¬ 
ability of energy. 

Q. You always have enough energy? A. Yes, but 
may I explain that, because I think I see the difficulty. 

Penn Water and Safe Harbor do have the necessary 
energy resources to meet all the firm power requirements 
of the Pennsylvania customers. In order that they may 
provide energy services to Baltimore also, Penn Water and 
Safe Harbor obtain supplemental energy services, not ca¬ 
pacity services but energy services, from either the Penn¬ 
sylvania customers or from Baltimore off-peak, in order 
that there may be ample energy resources to supply Balti¬ 
more Co. during the on-peak hours in addition to the sup- 
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ply of all of the firm power services to the Pennsylvania 
customers on-peak. 

• • • 

[18675] Q. Referring you to your answer at lines 1 to 8 of 
transcript 16638, has Baltimore Company since 1933 
physically provided electric service for supply to Coates- 
ville at times when Safe Harbor and Penn Water were un¬ 
able to do so? A. No. 

• • • 

[18685] Q. Referring to 16649, to the question beginning 
at line 23 and the answer following, will you please specify 
the times since the effective date of the 1931 supplemental 
agreement when Baltimore did actually render a bill to 
Penn Water for backfeed? 

Mb. Sparks : I object to that as cumulative. Mr. 

Goldberg questioned Mr. Loane about the same details, 

as I recall, a few days ago. 

• # • 

Trial Examiner: He may answer. 

The Witness: In the years 1931, 1932 and I believe 
’33, if that is sufficient. I do not have the exact months in 
those years. 

By Mb. Goldberg: 

Q. Was it more than one month? A. Oh, yes; several 
months, if not many months in those three years. 

Q. Is it your testimony that such bills were rendered 
under “Article 6 of Item H”? A. Generally so; not ex¬ 
actly in accord with that section. 

[18686] Q. That brings us to the next question: You have 
testified: “Such bills were computed generally in accord 
with Article 6—” and I will stop there. I was wondering 
what your qualification was when you say “Generally in 
accord”? A. Article 6 of the 1927 agreement in Item H 
states, “The costs to be used are those reported on Elec¬ 
tric’s monthly production statement covering the month 
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during which steam energy was furnished to Power—” in 
this instance Electric refers to Baltimore Co. and Power to 
Penn Water, and the costs there referred to are the costs 
to be used and to which 10 per cent is to be added in de¬ 
termining the amount of the bills. Actually that exact 
method was not used after 1931, or at least was not used 
after the middle of 1931; rather, the amounts used were as 
shown on Exhibit 367 where it indicates that the Westport 
production cost alone was used rather than the monthly 
production statement cost for all of the generating stations 
of Baltimore, and the difference was rather material. 

Q. You have answered three questions in one. Tell 
me this: Was the supply of energy shown in Exhibit 367 
provided by the Westport Station? A. That is not 
known, of course, exactly where it was provided. It was 
provided by the system and the costs at Westport were 
used for the month in which such energy was supplied by 
Baltimore Company to Penn Water. 

Q. Am I correct in my conclusion that the face of the 
[18687] bill discloses that the charge was based on an 
agreement between R. L. Thomas and F. E. Ricketts ? A. 
Yes, to the extent that Mr. Thomas and Mr. Ricketts were 
at that time—that is, in 1931 and 1932—members of the 
operating committee designated under the provisions of 
the contract H, and the bill was made out in accord with 
that operating committee’s determination. 

Q. Does that agreement which appears on the face of 
Exhibit 367, in substance apply to all the bills which were 
rendered in 1931,1932 and 1933? A. Yes. 

Q. Was it a written agreement or an .oral agreement? 
A. There was no written agreement and I do not know 
whether it was any more than merely the arrangement by 
the operating committee, they having power to do so in 
connection with this matter. 

Mb. Spabks: I take it your question about the 
agreement, Mr. Goldberg, in the years 1931, 1932 and 
1933, related to the backfeed bills? 
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Mb. Goldberg: That is right. 

The Witness: And specifically such as is shown on 
Exhibit 367. 

By Mr. Goldberg: 

Q. Do you view the agreement appearing on Exhibit 
367 as a modification of Article 6 or as having nothing to 
do [18688] with Article 6? A. I do not view it as an 
agreement. I view it as a procedure which the operating 
committee agreed to, which was their interpretation, I 
guess, I cannot say, presumably their interpretation of 
Article 6. 

I do not know whether they had advice of counsel in 
that matter or not. 

Q. Did I understand you correctly to say that Article 
6 is not limited to Westport’s production costs or to any 
station’s production costs? A. It does not appear to be 
and I know that prior to 1931 the system costs were used. 

Q. Is the $8,383.16 shown on Exhibit 367 a part of the 
$14,452.47 shown as Item (d)-2 on Exhibit 368? A. It is. 

Q. Do you know in what months the other backfeed 
charges covered by the additional $6,000 took place ? A. 
No, I do not recall. I think it was the latter part of the 
year but I would not be certain. 

Q. Was it at the same rate as shown in 367? A. 
Not at the same rate but under the same bases as are shown 
on Exhibit 367. 

Q. Will you turn to Exhibit 369? A. Yes, sir. 

Q. Referring to Exhibit 369, what do you mean by 
[18689] “Baltimore Co. Average Monthly Production Cost 
Plus 10% ” which is the heading for the fourth column? 
A. The amounts shown or the rates shown in column 3 
were determined in the following manner: Baltimore Com¬ 
pany’s average production cost for each month was deter¬ 
mined from their production statements. To that 10 per 
cent was added, then such amounts were averaged for the 
year in proportion to the amounts of daily net backfeed 
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energy received by Penn "Water in each month of that 
year, so it was done on a monthly basis using monthly 
averages, and then from that getting an average for the 
year, but it was done on a weighted basis rather than a 
numerical average basis. 

fit 

[18691] Q. When you put the caption “Baltimore Co. Bill 
to Penn Water under Article 6 of 1927 Contract” on the 
last column of Exhibit 369 you were not there referring to 
any actual bills for 1944, 1945 and 1946, is not that so? 

• • • 

[18692] The Witness: No, I was not referring to any ac¬ 
tual bill rendered, but rather the bills that would have been 
rendered under the contract except for the reason given 
that such billing did not affect either company’s net income. 

Trial Examiner: No, I do not understand that. 

The Witness: Mr. Examiner, in the past the record 
will show that I stated that the reason there was today 
no billing for backfeed under H and I was because the 
operating committee [18693] had been advised by counsel 
for Baltimore Company that the necessity for billing for 
backfeed between Penn Water and Baltimore Company 
under H and I was of no interest to any party other than 
Penn Water and Baltimore and that because it did not 
affect the operating income of either company it could be 
dispensed with. 

Accordingly, we have not been billing for backfeed 
under Article 6 of the 1927 agreement or under H and I 
since about 1933. 

It is true that it did not appear to affect anybody 
until these proceedings started and now it is evident that 
it does affect somebody and that is the reason we have 
pointed that out, particularly the distinction between the 
net billing and the gross billing, the gross bills being the 
firm power bills rendered by Penn Water to Baltimore 
Company. 
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Trial Examiner: I see. What is the net bill? 

The Witness : The net bill is the bill actually rendered 
by Penn Water to Baltimore Company. The firm power 
bills are the bills that would have been rendered had we 
billed for backfeed and accounted for backfeed services 
separately in accordance with the initial intent of the 
contract. 

• • ♦ 

[18699] Q. Is it not a fact that in 1927, when Article 6 was 
executed as part of the 1927 agreement the 220 kv lines 

were not in existence ? A. They were not in existence. 

• • • 

[18700] Q. Now, this backfeed that appears in Exhibit 367 
was handled over the 25-cycle line, that is over the High- 
landtown line, right? A. No, I do not think it all was. 

Q. Well, none of it was handled over the 220 kv lines, 
was it? A. I think so, yes. 

Q. Were the 220 kv lines already operating in Decem¬ 
ber, 1931? A. No, there was no power flow over the 220 
lines. They did not go in until about 2 weeks after this 
bill was rendered. 

[18701] Q. The energy was November? A. Yes, and 
that is why I was first confused; there was subsequent bill¬ 
ing of course related to energy that flowed over the 220 
lines. 

Q. So that this energy in Exhibit 367 was handled over 
the 25-cycle lines, right? A. Yes. 

Q. So there is no netting involved in Exhibit 367 be¬ 
tween flows over the 220 kv circuits and flows over the 25- 
cycle lines, right? 

• • • 

[18741] Q. Mr. Spaulding, I think there are some matters 
of homework that you were to report on. Are you ready to 
report on them? A. Yes. 

Q. I think one of them related to the dates of filing of 
Items E, F and G with the Pennsylvania Commission? 
A. I have those dates. 
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Q. Would you please state them? A. The original 
Safe Harbor contract identified as Item E, dated June 1, 
1931, together with the supplement to this 1931 contract 
dated August 1,1932 and identified in these proceedings as 
Item F, was filed by Safe Harbor Water Power Corporation 
with the Pennsylvania Public Utility Commission on Sep¬ 
tember 16, 1933, and was designated by that Commission 
[18742] as Safe Harbor Tariff No. 1. 

These two contracts identified as Items E and F were 
also filed with the Pennsylvania Public Utility Commission 
by Penn Water on September 16,1933 and were designated 
by that Commission as Penn Water Tariff No. 5. 

The second supplement to this 1931 Safe Harbor agree¬ 
ment which has been identified in these proceedings as Item 
G and dated November 22, 1939 was filed with the Pennsyl¬ 
vania Public Utility Commission by Safe Harbor Water 
Power Corporation on December 7, 1939 and was desig¬ 
nated by that Commission as Safe Harbor Tariff No. 1, 
Supplement No. 1. 

This supplemental agreement, Item G, was filed by 
Penn Water with the Pennsylvania Public Utility Commis¬ 
sion on December 7, 1939 and that was designated by that 
Commission as Penn Water Tariff No. 5, Supplement No. 1. 

• • • 

[18757] Re-Dibect Examination. 

By Mb. Sparks : 

Q. Mr. Spaulding, at transcript page 17,216 Mr. 
Wahrenbrock asked you at line 17: 

“Do I understand you, then, as saying that the 
rendition of these other services is a necessary incident 
to the supply of energy for which the dollar amounts 
are billed ? ’ * 

And you answered “Absolutely”. 

In making that answer, did you mean to imply that the 
services provided at the Safe Harbor and Holtwood plants 





Dale E. Goubleman, Direct 2167 

other than the supply of energy are incidental to the supply 
of energy? 

• • • 

[18758] The Witness: No, I did not. As I have pointed 
out in many places in my testimony there are times when 
the other services, such as capacity service, is provided at 
Safe Harbor and Holtwood when no energy is supplied. 

• • • 

[18759] Q. Referring to your answer at lines 4 to 6, inclu¬ 
sive, page 18,343, is that answer reported correctly? A. 
It is not. When I referred to generating sources- 

Trial Examiner : Now, wait just a minute. 

The Witness: I was referring to the generating sources 
of Penn Water and Safe Harbor as a group. 

• • • 


[18857] DALE E. GOUBLEMAN 

a witness herein, having been first duly sworn, testified as 
follows: 

• • • 

[18858] Direct Examination. 

By Mb. Goldberg: 

• • • 

[18864] Q. Do you have data showing whether or not Penn 
Water investors in common stock were concerned with the 
probability of future rate reductions? A. Yes, I have. 

Q. What data do you have? A. I have photostat 
copies of “Standard Unlisted Securities—Stock Reports”, 
published by Standard & Poor’s which [18865] are utilized 
by investors in making investments. 

Q. Are there statements in such reports disclosing con¬ 
cern with probability of rate deductions? A. Yes, there 
are. 

Q. Please tell us what reports you have ? A. I have 
reports dated May 25,1938, December 5,1938, February 27, 
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1939, October 11, 1939, January 12, 1940, May 6, 1940, Au¬ 
gust 28, 1940, February 26, 1941, April 13, 1942, June 4, 
1943 and November 29, 1944. 

Q. What is the nature of the statements which appear 
in those reports to which you have had reference in your 
earlier answers? A. Well, the report for May 25, 1938 
states with respect to Penn Water common stock, as fol¬ 
lows :* ‘ The possibility that earning power may be impaired 
by rate reductions dictates a conservative attitude toward 
the otherwise strongly situated common stock.” 

This same statement in virtually those very words ap¬ 
pears in each of the reports to which I have made reference. 
In addition, the report of May 25, 1938, states that “be¬ 
cause of the contractual nature of the business, earnings 
should be well maintained. Nevertheless, rate investiga 
tions make for some uncertainty.” 

The report also states: “Pennsylvania Water & Pow 
er’s 1937 operating income was equal to 9.3 per cent of 
depreciated [18866] book value of plant.” Again, in the 
report of August 28, 1940, after referring to the Commis¬ 
sion’s order reducing Safe Harbor’s rates it is stated that 
if the Safe Harbor order is upheld “Pennsylvania Water & 
Power also would be vulnerable to a rate reduction”, and 
in the report of February 26,1941, it is stated that: “Regu¬ 
lation of hydro wholesalers has taken a more aggressive 
turn in the recent past. In 1940 the FPC limited earnings 
of Safe Harbor Water Power to 6 per cent on ‘net invest¬ 
ment’. Should the Commission be upheld, Pennsylvania 
Water & Power also would be vulnerable to a rate reduc¬ 
tion.” 

This same warning appears in virtually the same words 
in the report of April 13, 1942. Also the report of August 
28, 1940 states: 

“In 1939, operating income was equal to 8.9 per 
cent of depreciated book value of plant.” The report 
of June 4,1942, stated: 
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“In 1942, the Company earned 9.0 per cent on net 
plant, excluding $2,106,765 transferred from plant to 
the electric plant adjustment account ”, and under the 
caption “Prospects’’ is the statement “One uncer¬ 
tainty in the outlook is the possibility of regulatory 
pressure upon the high rate of return.’’ 

Q. Are the reports to which you have referred all of 
the reports in which the investors’ attention is directed to 
the possibility of rate reductions affecting the earnings of 
[18867] Penn Water? A. No, there are others. I have 
merely referred to some of the typical statements which ap¬ 
pear in those reports. 

• • • 

[18875] Cross-Examination. 

By Mr. Sparks : 

* • # 

[18879] Q. This was my question, Mr. Goubleman: Are 
you in agreement with the standards and principles which 
Mr. Joseph testified were followed in the compilation of 
Exhibit 46? A. Yes, I believe that I am. 

Q. Were those standards and principles followed in 
the preparation of Exhibit 404? A. I believe they were 
with one or two minor exceptions. I have supplemented 
Exhibit 404 in one or two places. 


[18894] Q. Mr. Goubleman, referring now to page 38 of 
Exhibit 404, do you have the figure for April, 1947 which 
should follow the 6.89 as shown for March, 1947? A. I 
have computed that figure to be 6.97 per cent. 

Q. That is for April, 1947? A. Yes. 
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[18925] GEORGE H. DAVIS. 

• • • 

Direct Examination. 

• • • 

[18928] By Mr. Goldberg: 

Q. Have you examined the “Cost of Service Study”, 
Exhibit 378, in which Mr. Spaulding allocates Pennsylvania 
Water & Power Company’s and Safe Harbor’s cost of 
service to Baltimore? A. Yes. 

Q. What are the principal differences between the 
method used by Mr. Spaulding and that used by you in your 
allocation? A. Mr. Spaulding allocates costs to Balti¬ 
more only and makes no allocation between any of Holt- 
wood ’s other customers. 

Mr. Spaulding does not consider Pennsylvania Water 
& Power Company by itself but combines it with Safe 
Harbor. His analysis, therefore, gives no answer to the 
question of how much of Pennsylvania Water & Power 
Company’s costs are applicable to Baltimore or to any 
other customer. 

Q. What is the effect of Mr. Spaulding’s method on 
the proportion of Pennsylvania Water & Power Company’s 
service which is included in the total service that he allo¬ 
cates to Baltimore? A. It tends to increase the per¬ 
centage of Holtwood’s service that he allocates to Balti¬ 
more. 

[18929] Q. How does it increase the percentage? A. 
By entitlement under Items E, F and G, Baltimore pur¬ 
chases 66 2/3 per cent of Safe Harbor’s output. However, 
the per cent of Holtwood’s output delivered to Baltimore 
is much less than that, due to the greater proportion of it 
which is required to supply the Pennsylvania customers. 

Q. How does this affect the result? A. On the com¬ 
bined ratio, the proportion of Holtwood’s costs allocated 
to Baltimore is greater than the proportion of its service 
supplied to Baltimore. 
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Q. Have you prepared a cost allocation based on the 
data and costs of 1946? A. Yes. 

Q. Have you also prepared an explanation of this allo¬ 
cation and its relation to the allocation based on 1944 data 
and costs as part of the 1946 study? A. Yes. 

Q. Is Exhibit 421 for Identification the document re¬ 
ferred to? A. Yes. 

Q. In this allocation have you made a determination 
of dependable hydro capacity ? A. Yes. 

[18930] Q. In making that determination, have you fol¬ 
lowed the method used by the Holtwood Company? A. 
I have followed the general method which was used by 
Holtwood and Baltimore in reporting dependable capacity 
prior to 1945, and which was discussed at a conference 
between this Company’s engineers and members of the 
Commission Staff on June 25,1946. 

Q. Who attended this conference and where was it 
held? A. It was held in Mr. Spaulding’s office in Balti¬ 
more and was attended by Messrs. Spaulding, Watchom, 
Loane and Von Eiff of Holtwood Company and Mr. Roland 
and myself for the Staff. 

Q. What was the occasion for the conference? A. 
The Commission had received reports from Holtwood and 
Baltimore Companies giving estimates of dependable ca¬ 
pacity which varied widely. The conference was held at 
the request of the Staff for the purpose of learning the 
methods by which these different results were obtained. 

Q. WTiat information were you given at the conference 
in Mr. Spaulding’s office? A. There was no disagree¬ 
ment as to the derivation of the load-carrying capability of 
the hydro plants, based on minimum flow and the actual 
loads during the peak week under the weekly recovery pro¬ 
gram. This figure for 1945 was 161,000 kilowatts. This 
basic capacity had previously been determined each year 
[18931] by both Holtwood and Baltimore Companies. 

In this conference Mr. Watchom agreed that the 
161,000 kilowatts was correct for that capacity, based on 
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1945 loads, but said it was not the dependable capacity of 
the plants. He went on to explain that other elements of 
capacity value had to be considered in estimating depend¬ 
able capacity and gave us the following list of other com¬ 
ponents that should be considered. He gave us values for 
each component, which when added to the basic capacity of 
161,000 kilowatts, gave 295,000 kilowatts, which was the 
figure that Holtwood Company had reported to the Com¬ 
mission as dependable hydro capacity: 


Base load carrying capability 
Added Capacity: 

For use of Safe Harbor Storage 
without refill 

For change in load shape and 
energy from Pa. customers 

For probability of better than 
most adverse flow 


161,000 kw. 
59,000 kw. 

I 

46,000 kw. 
29,000 kw. j 


Total 295,000 kw. I 

Q. What dependable capacity did you use in your cost j 
allocation for 1946? A. 250,000 kilowatts. j 

Q. Have you made a computation to determine what 
the result of your allocation would be if you used the 295,000 
kilowatts as dependable hydro capacity? A. Yes. 

[18932] Q. WTbat is the result, using 295,000 kilowatts? 

A. It would increase the costs allocated to Baltimore Com- I 
pany from $181,739 to $269,645 and reduce the percentage ! 
of revenue in excess of allocated cost applicable to Balti¬ 
more Company from 96.37 per cent to 92.5 per cent. 

Q. Did you make a mathematical determination to ar- | 
rive at 250,000 kilowatts? A. No, except in computing j 
the basic load carrying capability of 167,000 kilowatts. f 
Q. How did you determine the added amount which j 
you include in the 250,000 kilowatts ? A. This is a judg- f 
ment figure based on consideration of the factors which may i 

have additional capacity value. This estimate is also based d 


* 
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on the principle that dependable capacity is not what the 
seller may be able to compute, as a possible steam capacity 
replacement, and it may not be just what the buyer would 
be pleased to pay for, but it is that amount which operating 
engineers and officials of the company upon which will rest 
the responsibility for any failure to carry the load, can 
reasonably, and actually will depend on, in any determina¬ 
tion of investment to be made for additional capacity re¬ 
quirements. 

• • • 

[18933] By Mr. Goldberg : 

Q. Mr. Davis, I show you Exhibit 422 for Identification 
and ask you if you prepared that exhibit ? A. I did. 

Q. Do I understand that that is a cost allocation pre¬ 
pared in the same manner as Exhibit 421, except that 
Exhibit 422 is prepared on 1944 data? 

• • • 

Mr. Myse: I want to object to that question on 

these grounds—and it may be a little bit premature to 

object to the exhibit but the same objections go to the 
exhibit. Those objections are as follows: Exhibit 422 
and any testimony in connection therewith is not proper 
rebuttal. They do not rebut any of the evidence which 
Respondents have put in up to this date. So far as I 
can see, Exhibit 422 is nothing more than a cumulative 
exhibit based on a new method, in part. As I said be¬ 
fore, that does not rebut anything except it may rebut 
Mr. Davis’ own testimony in the case in chief of the 
[18934] Commission Staff and I therefore object to 
this exhibit and any testimony based thereon. 

Mr. Goldberg: I hardly think that calls for a re¬ 
sponse, Mr. Examiner. 

Trial Examiner: I think maybe you had better 
respond to it. 

Mr. Goldberg : I would be glad to, Mr. Examiner. 
The Examiner will recall that the witness Loane pre- 
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sented an alleged rebuttal exhibit in which he testified 
certain additional adjustments should be made to the 
1944 cost allocation presented by the witness Davis. 

Mr. Examiner, this is clearly in rebuttal to that. 

Trial Examinee: Is it confined to that? 

Mr. Myse : May I explain my objection a little bit 
further ? 

Trial Examinee : Just a minute. Is it confined to 
that? 

Mb. Goldberg: Well, it is not confined to that be¬ 
cause it would only be half an exhibit if it were only 
confined to matters that Mr. Loane brings out. Mr. 
Loane did not bring out the adjustments that operate 
in favor of Baltimore Company. 

Mb. Myse : Let me explain my objection and show 
how it is not confined to that. 

Trial Examines : Wait just a minute. What is the 
scope of Exhibit 422 for Identification? 

[18935] Mb. Goldberg : Precisely the scope of 421 for Iden¬ 
tification, except that 422 is 1944 data. 

Trial Examines : 421 is your own exhibit, it is not 
Respondents ? 

Mb. Goldberg: I realize that, Mr. Examiner. 

Trial Examiner : What has this to do with the wit¬ 
ness Loane? 

Mr. Goldberg : The witness Loane has testified on 
rebuttal that the proper cost allocation based on 1944 
data would be thus and so, as he reflects in his Exhibit 
351. Now, then our reply to that is quite the contrary, 
it is what is shown in Exhibit 422. 

Mb. Myse : May I be heard, Mr. Examiner? 

Trial Examiner: Not just yet. Mr. Witness, refer 
to your Exhibit 422 for Identification. What does it 
consist of briefly? 
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The Witness: It consists of the same allocation of 
costs as Exhibit 64, incorporating all of the things which 
appeared to me to be proper that were brought out during 
cross-examination on Exhibit 64, together with some other 
items that were suggested by the things that were brought 
out in cross-examination on Exhibit 64. 

Mb. Myse : It seems to me to be redirect, Mr. Exam¬ 
iner. 

Tbial Examines : It seems to me you referred to 
the cross-examination twice. 

[18936] The Witness: Of Exhibit 64? 

Tbial Examines: Yes. 

The Witness: Yes, I did. 

Tbial Examines : Read me the witness 9 statement ? 

(Statement read.) 

Tbial Examinee: You mean there was one cate¬ 
gory you brought out which you considered proper and 
another category you were uncertain about ? 

The Witness: No, the other category was things sug¬ 
gested to me in a study of the exhibit by the things that 
were brought out but which were not brought out in cross- 
examination on Exhibit 64. 

Tbial Examinee: How does your Exhibit 422 re¬ 
late to Respondents’ Exhibit 351? 

Mb. Goldberg : What does the E xaminer mean by 
relate ? 

Tbial Examines: Let us see if the witness can 
answer that. 

The Witness: Exhibit 351 introduced a number of 
things that were brought out during cross-examination on 
Exhibit 64 which appeared to me to be proper corrections 
and which I adopted. It brought out a number of others 
which I did not consider to be proper and which I did not 
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adopt. It also suggested others which had not been brought 
out which seemed to me to be proper corrections and I in¬ 
corporated those in Exhibit 421. 

[18937] Trial Examiner: When you were recalled at one 
time you presented an exhibit that accepted certain 
changes that were brought out in your cross-examina¬ 
tion? 

The Witness: 292 and 249. 

Mr. Goldberg : That is right, and the witness has 
just stated those were reflected in Exhibit 351 but that 
Exhibit 351 goes far beyond that. 

Trial Examiner: WTiat is the relationship of Ex¬ 
hibits 249, 292 and 64 to your Exhibit 422 for Iden¬ 
tification? Have you gone farther in your 422 than 
you did in 249 and 292? 

The Witness: That is right, incorporating things that 
were suggested. 

Trial Examiner: Your Exhibits 249 and 292 in¬ 
corporated things that were directly brought out on 
your cross-examination? 

The Witness: That is right. 

Trial Examiner: And your proposed 422 goes one 
step further and incorporates certain matters that you 
selected after further deliberation, is that right? 

The Witness: That is correct. 

Trial Examiner: In other words, there is in the 
record now no cost allocation study by you in one 
simple, consolidated form that does all of these things 
that you have proposed to do in 422, is that right ? 

The Witness: Up to this point, no, there is not. 

Mr. Myse: May I ask a few questions along that 
line? 

[18938] Trial Examiner : Yes. 
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By Mb. Myse : 

Q. Mr. Davis, will you tell me what connection Table 
V-B of Exhibit 422 has with Mr. Loane’s Exhibit 351! 

Mb. Goldbebg: Objection, Mr. Examiner. I say 
that is entirely immaterial and irrelevant to the presen¬ 
tation of this exhibit. 

Mb. Myse: The reason I ask this question—and 1 
might explain it to the Examiner—is because Table 
V-B introduces an entirely new theory of energy bal¬ 
ance. There was nothing in Exhibit 64, Exhibit 249 or 
Exhibit 292 that had any connection with Table V-B 
and, what is more, there is nothing in Exhibit 351 or 
350 that has any connection with the energy balance 
which is now introduced for the first time. 

Mb. Goldbebg: That is the trouble with Exhibit 

351. 

Tbial Examines: Mr. Witness, you may answer 
that question, but do it in the same general way in 
which you responded to the Trial Examiner’s questions 
with regard to the consolidation of all these matters. 

The Witness : Table V-B incorporates those criticisms 
of Exhibit 64 which appeared to me to be proper. It also 
incorporates a change in the amount of energy which is 
supplied by Baltimore to the Holtwood system which was 
suggested to me by that cross-examination but was not 
brought out or suggested in either the cross-examination 
or Mr. Loane’s exhibit. [18939] Otherwise this is exactly 
the same treatment of energy as that in Exhibit 64. 

Tbial Examines: Have you numbered your tables 
in 422 for Identification so that they are parallel with 
the corresponding tables in Exhibit 64! 

The Witness: That is correct. 

By Mb. Myse : 

Q. Did I understand you to say, Mr. Davis, that Table 
V-B was something that was not brought out in the testi- 
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mony of Mr. Loane? A. He did not suggest this change 
in the amount of energy supplied by Baltimore to the Holt- 
wood system. 

Mb. Myse: That is my point, Mr. Examiner, there 
is absolutely nothing in Exhibit 351 or in any of the 
testimony of Respondents which calls for this particu¬ 
lar testimony in rebuttal. So, I say it is not proper 
rebuttal and on the witness’ own statement it is ap¬ 
parent, if proper at all it may have been proper on 
redirect but time has long gone since redirect. 

• • • 

[18941] Mb. Myse: I also object to Exhibit 422 on the 
ground that it is immaterial and irrelevant. Certainly 
at this late date the year 1944 and any costs therefor 
have no bearing [18942] on what the reasonableness 
of the Penn Water or Susquehanna charges should be. 

I also point out that we object to Exhibit 422 on 
the ground that Tables I, II, HI, HI-A, IV and V are 
cumulative in that they are merely revisions of prior 
exhibits, namely Exhibits 64, 249 and 292. 

Insofar as the balance of the tables are concerned 
—I should have included V-A in that—in so far as 
Table V-B, Table V-C and Table VI are concerned, as 
well as Table VT-A, they of course are based in part 
on Table V-B, which is something entirely new to this 
proceeding up to this point. 

To that extent, of course, they are not cumulative 
but they are subject to the objection I made at first, 
not proper rebuttal. 

Mb. Goldbebg: Mr. Examiner, I cannot help but 
reach the conclusion that these are but frivolous objec¬ 
tions because if the tables referred to are cumulative 
then by the same token so are the tables presented in 
Exhibit 351 because they merely go over in part the 
same revisions made by the witness Davis. 
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Now, then, the Respondents objecting here wonld 
be the first ones to object to an allocation which carried 
through only part of the suggested revisions. They 
would insist that there be brought into the hearing 
room a complete picture of the situation as it relates 
to 1944. That certainly is what we have done here and 
it is a desirable procedure. 

[18943] Mr. Examiner, counsel has stated that the year 
1944 at this late stage is immaterial and irrelevant. 
I am not so sure about that but I am sure that 
that is a matter to be decided by the Commission and 
the Commission should have all of the information 
available to it to determine whether 1944 is the appro¬ 
priate basis or 1946 is the appropriate basis, or per¬ 
haps some combination of both. 

After all, we have had testimony here that the 
year 1944 is abnormal but by the same token we have 
had testimony that the witnesses who have so testified 
regarding the abnormality of the year 1944 have no 
standard to test the normality or abnormality of the 


year. 

Now, Mr. Examiner, apart from anything else I 
might say it is absolutely essential to have in this 
record an allocation based upon 1944 data companion 
to that based upon 1946 data. We have had in this 
case alleged rebuttal testimony which was clearly not 
rebuttal testimony but which represented no more than 
Respondents’ case in chief which they had elected to 
withhold until they had had an opportunity to see the 
Staff’s case and cross-examine it. 


A clear example of that was the witness Uhl’s 
testimony. His testimony reveals that even before the 
proceedings had started he had reached conclusions 
regarding the value of certain land and land rights 
for the purpose of the determination of the cash value 
of securities and they brought it in for the [18944] 
first time only in connection with rebuttal. 
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I do not think we need any more argument as to 
the propriety of Exhibit 422. 

Mb. Myse : Let me reply briefly to that. I want to 
deny that we have elected to withhold anything and 
state that we have been suffering under a handicap be¬ 
cause of the fact that we have been unable to find 
out from the Commission staff what the government 
proposes in this case, and we still have not found out. 

Mb. Goldbebg: That is not what is causing your 
suffering if that be true. I might point out to the Ex¬ 
aminer, there are changes in Exhibit 378 that were 
never brought into the case before. Who was Mr. 
Spaulding rebutting there! 

Tbial Examinee: I was just considering that. 
Respondents ’ Exhibit 35 treated of 1945 and 1946 esti¬ 
mated, and 378 treated of 1946 actual, is that right! 

Mb. Myse : That is right. 

Mb. Goldbebg : Actual and adjusted. 

Mb. Myse: Those adjustments were made and ex¬ 
plained in the exhibit. They were necessary because 
of certain nonrecurring items. 

Mb. Goldbebg : I think it goes beyond that. 

Tbial Examines : The objection is overruled. 

Mb. Myse: May I take an exception. I want to 
point out to the Examiner one thing in this connection: 
We spent [18945] something like three months of 
intensive labor—a great many people worked on it; 
I do not know just offhand how many man-hours were 
involved but there were a great many—in preparing 
for cross-examination of Exhibit 64. Now, we are sud¬ 
denly confronted with an exhibit which purports to be 
a correction of Exhibit 64 but, because of Table V-B 
is something that is entirely new. 
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Trial Examiner: How much does V-B influence 

422? 

Mr. Myse : Table V-B, Your Honor will note is one 
of the most important influences on column 9, line 5 
of Table VT which is the pay-off. 

I might say that in Exhibit 421, which the witness 
has described as the exhibit which includes an explana¬ 
tion of the differences, the witness himself says in the 
explanation included in Exhibit 421, page 4, in con¬ 
nection with Table V-B of Exhibit 421—and as I just 
got through saying the witness said the same explana¬ 
tion applies to V-B in Exhibit 422—he says as follows: 

‘ 1 The increase in the credit to Baltimore over 
that shown in Exhibit 64 is due in a small part to 
this credit for capacity, but mostly from the credit 
for energy delivered to Holtwood from Balti¬ 
more’s portion of Safe Harbor.” 

Trial Examiner: Where are you reading from? 

Mr. Myse: The second to the last paragraph on 
page 4 in [18946] the text of Exhibit 421. 

It is that phrase “The increase in credit to Balti¬ 
more Company results mostly from the credit for 
energy delivered to Holtwood from Baltimore’s por¬ 
tion of Safe Harbor” which is the keystone of this 
entire business in Table V-B. 

If you will examine Table V-B in this Exhibit 422 
and compare it with the comparable table in Exhibit 
64, which is the energy balance, you will see they are 
widely different, they have no connection with each 
other and it will take us months of study to trace back 
the figures. 

Mr. Goldberg : Mr. Examiner, I think you are fa¬ 
miliar with the story of “Wolf, Wolf.” I think we have 
had here that cry of “Wolf” raised over and over 
again and I submit that the authenticity of that cry 
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of anguish can best be tested by reflecting upon the 
times when that plea is made. For example, yesterday 
when counsel for Respondents stood up and protested 
that be bad not bad a reasonable opportunity to pre¬ 
pare for the cross-examination on the subject of rate 
of return of the witness Goubleman, which was on a 
very narrow scope, although they bad bad that testi¬ 
mony in their possession almost a month. I think that 
is a pretty fair index of bow authentic these claims are. 

Trial Examines: Well, let’s get on. Counsel may 
make any motion he desires after the cross-examina¬ 
tion of direct rebuttal with regard to Exhibit 422, in 
respect to further time to [18947] prepare further 
cross-examination, and I will take that under advise¬ 
ment. 

• • • 

The Witness: Yes, that is right. 

• • # 

[18948] Q. Mr. Davis, I show you Exhibit 423 for Identi¬ 
fication and ask you whether the tabulations which consti¬ 
tute that exhibit were furnished the staff of the Federal 
Power Commission by Pennsylvania Water & Power Com¬ 
pany? A. That is correct. 

Q. Did the staff suggest the titles for the columns or 
any of the descriptive material on Exhibit 423 for Identifi¬ 
cation? A. No. 

• • • 

[18952] Cross Examination 

By Mr. Myse : 

• • • 

[18999] Q. In order to avoid misunderstanding I would 
like to have your idea of what the total cost of Holtwood 
is that you found as applicable and so allocated to Balti¬ 
more. Will you do that and give me the total figure ? A. 
I told you what the total figure was. 
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Trial Examiner : Do yon have any objection to 
simply adding np those figures? 

The Witness : I do not like to take my mind off from 
where he is going; I would like to have him do it. 

Trial Examiner: I think that is a minor con¬ 
sideration. 

The Witness: The gross cost is $1,425,459. 

[19000] By Mr. Myse : 

Q. Now, as I understand it, that is the figure which 
shows the cost of Holtwood which you found allocable to 
Baltimore before deducting credits to Baltimore, right? 
A. That is right. 

Trial Examiner : How did you get that figure ? 

The Witness : From Table VI, line 5, column 5, we have 
the special facility cost of $772,540. In note 3 to line 5, 
column 4, we show the charge to Baltimore for energy as 
$652,919. That makes a total of $1,425,459. 

Trial Examiner : $652,919? 

The Witness: Bight. 

Trial Examiner: You add that to the $772,540? 
The Witness: Bight. 

Trial Examiner : I thought you added the 552,000, 
the 38,000 and the 181,000. 

The Witness : The 181,000 is a net cost after deducting 
credits. 

By Mr. Myse : 

Q. Net cost of what? A. I probably cut that. The 
net cost to Baltimore after deducting credits is $181,739. 
The two credits are the one shown in column 6, line 5 of 
$38,400 and the second item shown in note 3 to column 4, 
line 5, which is the credit for energy supplied from Balti¬ 
more of $1,205,320. 
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[19001] The sum of those two, $1,243,720 substracted from 
$1,425,459 gives the $181,739. 

Q. That means, does it not, that the $1,425,459 which 
you found as the total Holtwood cost to be applicable to 
Baltimore Company is made up of two items, “Special 
Facility Costs ” as shown on line 5, column 5, Table VI of 
Exhibit 421 and “Energy Costs’ * which are shown in the 
first line of footnote 3, is that right 7 A. That is right. 
Q. And there is nothing included in that total cost for 

capacity cost? A. No. 

• • * 

[19013] Q. Do I understand that these accountants gave 
you the breakdown of the $32,939,420 as that breakdown 
appears in the last column of Table I? A. Yes. 

Q. And you take no responsibility for any of the 
figures? A. That is correct. 

Q. So that you do not know whether they are accurate 
or not, is that right? A. I take no responsibility for 

them. 

[19014] Q. You do not know whether they are accurate 

then, is that right? A. No, except for my faith in the 
accounting examiners. 

Q. Do I understand that the accounting examiners of 
the Commission’s Staff gave you none of the other figures 
in any of the other columns on Table I, but that represents 

your work, right? A. That is right. 

• # • 

[19015] Q. What I am getting at, Mr. Davis, is do you or 
do you not take any responsibility for any of the figures 
appearing in column 7 of Table II? A. Oh, no. 

Q. When you say you do not take any responsibility 
that means you do not know whether they are accurate, or 
not? A. I know Mr. Dunn. 

Q. But you personally, do not know whether the figures 
are accurate, or not, do you? A. I didn’t investigate 
myself, no, sir. 
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[19022] Q. Referring to Table II of Exhibit 421, line 2, as 
I understand it, those figures as to depreciation reserve, 
like the comparable figures in your Exhibit 64, are figures 
for which you take no responsibility; is that right? A. 
That is right. 

Trial Examiner : How did you get those figures, 
by direct ratios that you developed on Table I? 

The Witness: No, those figures are developed, as I 
understand it, from the particular groups of property to 
which they apply, which groups of property are shown in 
Table I and there are various rates of depreciation on the 
different classes of property. 

Trial Examiner: You used the parenthetical fig¬ 
ure of one-third, two-thirds, 91 per cent, 9 per cent 
and so on? 

Mr. Myse: We are talking about Table n, Mr. 
Examiner. 

[19023] Trial Examiner: I know, but he is back to Table L 

The Witness: On Table I we used those ratios to as¬ 
sign property to the various customers and to the pool and 
from the totals of the property that was thus assigned the 
various items for the depreciation reserve and the deprecia¬ 
tion expense were developed, from the particular items of 
property. 

Trial Examiner : How did you get “P. P. & L. 
$40,000” on Table II from Table I? 

The Witness: That is the accountant’s derivation 
from the depreciation; $40,000, you mean? 

Mr. Myse: You mean the $5,000, do you not, Mr. 
Examiner? 

Trial Examiner: Yes, the $5,000. 

The Witness: That is the accountant’s development 
of depreciation for that property, those items of property 
which are listed on Table I amounting to a total of $40,000. 
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By Mb. Myse : 

Q. Well, as I understand you used that same figure of 
$5,401 appearing on Table II, line 2, column 1 of Exhibit 
421 and that is a figure which was furnished to you by the 
Commission’s accountants, is that right! A. That is 
right. 

Q. And that is an example of what you testified to a 
moment ago as to the kind of figures for which you take 
no responsibility whatever? A. That is right. I was 
just explaining how I [19024] understood it was devel¬ 
oped. 

Q. That means, does it not, that you do not know whe¬ 
ther the figure of $5,401, as an example, is accurate or not? 
A. I accepted that as it was given to me without knowing 
what it was. 

• • • 

[19028] Q. Will you refer to Table IV of Exhibit 421, 
please. 

Now, as I understand it, you take no responsibility for 
the accuracy or otherwise of any of the figures appearing 
in Column 7 of Table IV. Am I right in that? A. That 
is right 

Q. And those were all obtained from Commission ac¬ 
countants? A. That is right. 

Q. Likewise, you take no responsibility whatsoever for 
[19029] any of the figures appearing in Line 4 of any of 
the columns of Table IV of Exhibit 421. Is that right? 
A. That is right. 

Q. And those are figures which again were furnished 
to you by Commission counsel? A. That is right. 

• # • 

Mb. Myse: Can we amend it by saying Commis¬ 
sion’s Staff accountants instead of counsel? 


Trial Examines : Yes. 
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By Mb. Myse : 

Q. Now, as I also understand, yon take no responsibil¬ 
ity for the use of the figure of 5 per cent as the rate of 
return. Is that right A. I do not. 

Q. Now, do yon take any responsibility whatsoever for 
any of the figures appearing in any of the columns in Line 
3 of Table IV of Exhibit 421? A. All of them except 
the one in Column 7. 

Q. Well, I understand, then, by that testimony that yon 
actually figured all the taxes applicable to each of the 
columns in Table 4 of Exhibit 421. Is that right? A. I 
made that allocation, that is right. 


[19032] Q. Now, if you will again refer to the first page 
of the text of your Exhibit 421, you there state that the 
engineering and operating data are from reports by Holt- 
wood Company to the Commission. 

Now, my first question is, what reports were you there 
referring to? A. For 1946 the only report we had was 
the Form 1 report up to date. 

Q. So that was the only report then that you were 
[19033] referring to in the text of your Exhibit 421. Is 
that right? A. That is true. We had to obtain addi¬ 
tional information by special request. 

Q. Without specifying in detail, can yon refer me gen¬ 
erally to the kind of engineering and operating data that 
you there referred to in the text of your Exhibit 421 as hav¬ 
ing come from Form 1 for 1946 filed by Holtwood Company 
and used in your Exhibit 421? A. I believe we have 
already been over most of it that came from Form 1. 

Q. Well, I don’t care for detail. I would just like to 
have you identify generally, if you can, just what the char¬ 
acter of information was, engineering and operating data. 
A. Well, there is no engineering data in Form 1 or operat¬ 
ing data except as regards the plants and transmission 
lines which are given in the Form 1 report. 
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Q. Well, generally what schedules of that Form 1 did 
yon rely upon for the engineering and operating data that 
yon used in yonr Exhibit 421? A. Well, sales data we 
nsed in developing some of the ratios. 

Q. Were yon referring to Schedule 530 of Form 1 for 
1946? A. 530. 

Q. 532? [19034] A. 532 is so twisted np I couldn’t 

use it. 550— 

Q. Just a moment. 

All right, what else? A. 551, 552, 575. 

Q. 575, you say? A. That is right—Schedule, not 
page. 

Q. Yes, I understand. A. 579. There are data in 
584 and 586 that are used in the exhibit, but figures shown 
there I did not take directly from Form 1. Most of those 
figures were compiled and furnished to me by the account¬ 
ants. 

Q. By who ? A. By the Staff accountants. 

Q. Does that complete all of the schedules which you 
can say you used, or which show any of the figures which 
you described as engineering and operating data from 
reports by Holtwood Company to the Commission? A. 
Well, generally. I wouldn’t say that there are no other 
figures in the report that I didn’t use. I just went through 
hurriedly and gave you the major ones. 

Q. Those are the important ones? A. That is right. 

# • • 

[19045] Q. The fact is you made the allocation of 45 per¬ 
cent of the York line, for example, to Baltimore because 
that is your opinion of the ratio of the interchange use of 
that line. Isn’t that right? A. That is right. 

Q. Now, coming back to the Ellicott City-Takoma line, 
isn’t it a fact that that line is also used for interchange 
purposes? [19046] A. That may be. 

Q. Well, don’t you know that to be a fact? A. I 
think it probably is. 
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Q. And it is used primarily for interchange purposes 
between Baltimore and Pepco. Isn’t that right? A. 

That is probably true. 

Q. And if it isn’t used for interchange purposes be¬ 
tween Baltimore and Pepco, it is used for the purpose of 
supplying firm energy from Baltimore Company to Pepco. 
Isn’t that right? 

• • • 

The Witness: I believe that is right. 

• • • 


[19056] DALE E. GOUBLEMAN 

• # • 

Further Direct Examination 
By Mr. Goldberg : 

Q. Mr. Goubleman, you were asked to supply the May, 
1947 earnings-price ratio for page 38 of Exhibit 404. Do 
you have that figure? A. Yes. 

Q. I might state inferentially or parenthetically that 
the request appears at 18903 and 18904. Will you give that 
figure, please? A. 7.14 per cent. 

• # • 


[19061] GEORGE H. DAVIS 

• • • ' 

Cross-Examination (Resumed) 

By Mr. Myse: 

Q. Mr. Davis, last night we were referring to a figure 
of 88,606,000 kwh which you used in arriving at your 45 
per cent of the York Line allocable to Baltimore Company 
and 45 per cent of the Violet Hill Substation allocable to 
Baltimore Company. 

Now, it is a fact, is it not, that you assumed in making 
your calculation that all of the 88,606,000 kwh which was 
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billed to Metropolitan Edison Company as firm energy was 
actually delivered over the York Line and through the 
Violet Hill Substation, isn’t that right? A. That is 
right. 

Q. Now, if, in fact not all of that 88,606,000 kwh was 
actually transmitted over the York Line and through the 
Violet Hill Substation, it would tend to increase your per¬ 
centage, would it not ? A. If you used more than 88,000,- 
000 which is 55 per cent, you would have something greater 
than 55 per cent. 

Q. I think you misunderstood my question. 

[19062] Mb. Myse: Will you read it back, please? 

(Question read.) 

By Mb. Myse: 

Q. It would tend to increase the 45 percentage that 
I am referring to. Isn’t that right? A. Oh, yes, if you 
used a smaller total and the interchange amount remained 

the same, the 45 per cent would increase. 

• • • 

[19063] Q. Well, if we assumed that the 88,606,000 kwh 
that we have been referring to was in fact transmitted over 
the York Line and through the Violet Hill Substation, and 
the total energy transmitted over that line was the figure 
of 175,958,000 kwh, what is the ratio between those two 
figures? A. Well, that would be something less than 55 
per cent for firm, but your 175,000,000 includes another 
amount that was delivered to Pennsylvania Power and 
Light Company through the Metropolitan Edison system 
which was simply an incidental delivery because there 
existed parallel paths, and doesn’t represent anything that 
this line was built for. 

Q. The fact is the energy was transmitted over that 
line, was it not? A- 175,000,000 was transmitted over 
that line. 

Q. And that represents a use of the line, does it not? 
A. That represents a use of the line which was incidental 
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and apart from any purpose of the line and would be offset 
by the use of some other lines that might have carried that 
energy to P.P. and L. through Harrisburg. 

• * • 

[19067] Q. Yes; all right. Now, will you refer to page 
18986, line 4 of the transcript where I asked you to furnish 
the [19068] figure showing the percentage of energy 
furnished by Holtwood to Baltimore compared with the 
total resources as you testified to them, as well as the per¬ 
centage of energy costs which you allocated to Baltimore 
compared with the total costs of service as you testified 
to them in your Exhibit 421. 

Mb. Goldbebg : What is the page reference ? 

Mb. Myse : Page 18986. 

By Mb. Myse: 

Q. And a little later at page 18987, line 14, where the 
question was repeated and it was clarified to make it clear 
that I meant total costs of energy when I was referring to 
costs or total costs of service. Have you those figures avail¬ 
able this morning, Mr. Davis? A. I think maybe I can 
give them to you. I was asked this in connection with my 
statement as to the ratio that would have been obtained 
by Mr. Spaulding if he had used Holtwood Company alone, 
and the ratio that I had in mind there was the Holtwood 
resources compared with the requirements of the firm cus¬ 
tomers in Pennsylvania, which would be about 25 per cent. 
I could add to those resources, as Mr. Spaulding did, the 
amounts supplied by Baltimore, and if I add that 256,000,- 
000 to Holtwood’s resources, that would bring the ratio up 
to about 40 per cent. That 40 per cent ratio, however, in¬ 
cludes sending back to Baltimore the energy which it has 
already supplied at its own cost from steam generation, 
and charging it back [19069] at a hydro cost. 

Now, the other ratio that you asked for as to what 
I allocated has no relation to my reference to a ratio on 
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Mr. Spaulding’s method, because my method is different, 
and the ratios are not comparable in any way. 

Q. Well, let’s have the figure. A. The ratio of 
energy allocated to Baltimore, which includes the delivery 
to the Highlandtown Substation and also energy sold as 
interchange in Pennsylvania from Holtwood’s resources, 
which is 502,000,000 kilowatt-hours— 

T rial. Examines : What is 502,000,000, inter¬ 
change? 

The Witness: 502,000,000 kilowatt-hours is the total 
energy charged to Baltimore at average Holtwood hydro 
costs. 

By Ms. Myse: 

Q. It is actually 502,485,000? A. That is right. 

Trial Examiner: Where did you get that figure? 

The Witness : That is the 376,684,000 that is delivered 
directly to Baltimore at Highlandtown, plus 125,801,000 
of Holtwood’s resources which are sold as interchange in 
Pennsylvania which are treated here as sold for the account 
of Baltimore. 

Q. Both of those figures come from column 11 of Table 
V-B of your Exhibit 421, do they not? A. That is cor¬ 
rect, and that 502,000,000 is [19070] approximately 50 per 
cent of Holtwood’s total resources. 

Q. And the total energy resources you refer to then 
must be 992,320,000 kwh as shown in column 3 of Table V-B 
of Exhibit 421, is that right? A. That is correct. That 
ratio, however, is not comparable at all to a ratio developed 
and used on Mr. Spaulding’s method of allocation. 

• • • 

Q. And that ratio, to be a little more accurate, would 
be 50.6 per cent, isn’t that correct? A. I think that is 
probably right. You also asked for the ratio of the cost 
charged to Baltimore for that energy to the total energy 
costs. 


t 

f 

i 


H 



George H. Davis, Cross 


2193 


Q. Total energy costs of Holtwood ? A. That is 

right. 

Q. That would be the same ratio, would it not, the way 
you have done it in your exhibit ? A. That is right, that 

is the energy cost, Holtwood’s cost. 

• « • 

[19071] Q. Now, Mr. Davis, if we were to determine the 
ratio of the Holtwood energy delivered at Highlandtown as 
you found it as compared with the net generation less the 
losses as you found them at Holtwood, what ratio would 
you get? A. Just generation at Holtwood only? 

[19072] Q. That is right, we will leave off the one-third 
Safe Harbor this time. A. That generation at Holtwood 
is 758,801,000. 

Q. From which you would have to subtract 58,804,000 
as losses. Is that correct? A. Well, that wouldn’t be 
quite right. Those losses apply to the handling of the other 
energy from Safe Harbor. Strictly Holtwood losses would 
be— 

Q. Somewhat less? A. —somewhat less than that. 
Q. For the moment let’s subtract the 58,804,000. A. 
That would be 700,000,000. 

Trial Examiner : Why do that if it doesn’t obtain? 

Mr. Myse: Well, I can show, Mr. Examiner, that 
the ratio by subtracting somewhat less will be slightly 
smaller, but not much different. 

Trial Examiner: Why would you give him the 
ratio of the two amounts? 

Mr. Myse : If he has the amounts of losses of Holt¬ 
wood alone he can use those. 

The Witness: I don’t have the amount of losses appli¬ 
cable to the net generation only. 

By Mr. Myse : 

Q. Well, couldn’t you divide the 58,804,000 propor¬ 
tionately? [19073] A. 992 and 758. 
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Q. Yes, which would give you a rough approximation, 
would it not? A. Yes, that would give me about 44 or 
45 million. 

Q. 758,801,000 less 45,000,000, is that right? A. 
That is right. 

Q. According to my calculation that is 713,801,000, is 
that right? A. Yes, that is right. 

Q. And that would be a figure equivalent to the genera¬ 
tion at Holtwood less whatever losses are applicable to that 
generation, is that right ? A. That should be somewhere 
near. 

Q. And that would be the figure equivalent to what 
you would call the generating resources at Holtwood? 
A. That is right. 

Q. Now, if you take the ratio of the amount delivered 
at Highlandtown to those generating resources at Holt¬ 
wood, what figure do you come out with? A. About 53 
per cent. 

Tbial Examinee : Now, what figures are those that 

you are relating? 

The Witness: That was Holtwood’s net generation, 
line 1, column 3 in Table V-B minus an adjusted figure for 
losses applicable to that net generation which we roughly 
took to [19074] be 45 million, I believe, and that then con¬ 
sidered to be Holtwood’s generating resources from its own 
plants, a ratio of the 376,000,000 delivered to Highlandtown 
to that net generation minus losses was about 53 per cent. 
I don’t know what it means, but that is the arithmetic. 

By Mb. Myse: 

Q. Well, it means this much, does it not, Mr. Davis, 
that that 53 per cent is the per cent of the Holtwood output 
that you say was delivered to Baltimore? A. That is 
the per cent of roughly Holtwood’s net generation de¬ 
livered to Baltimore. 

• • • 
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The Witness: The 376,000,000 is 25 cycle energy and 
there is no other place for it to go but to Baltimore, even if 
it has to turn around and come back up to Holtwood as 60 
cycle energy. It has to go there and when the water is up 
they have to generate 80 per cent of the output of Holtwood 
as 25 cycle and there is no place to use it except to send 
it to Baltimore. 

By Me. Myse: 

Q. Mr. Davis, I haven’t asked you for a speech. Can 
you tell me whether my statement is correct or not. The 
53 [19075] per cent represents 53 per cent of Holtwood’s 
output delivered to Baltimore, is that correct, or is it not? 
A. 376,684,000 kilowatt-hours was delivered to Highland- 
town and that is roughly 53 per cent of Holtwood’s net gen¬ 
eration minus a roughly-adjusted figure for losses. 

• • • 

[19076] Q. Are you saying that that means that it is 53 per 
cent of Holtwood’s output when you are saying it is 53 per 
cent of Holtwood’s generation? A. I don’t know just 
exactly how you distinguish between output and net gen¬ 
eration. 

Q. Well, I have no distinction. I want to know if that 
means the same thing to you, Mr. Davis. Au Yes. 

Q. It does? A. Surely. 

Q. So that it is a true statement— A. That Holt- 

wood’s output from its own generation— 

Q. That is right, so it is a true statement that the 53 
per cent represents Holtwood output delivered to High- 
landtown from its own generation? A. I think I told 
you that twice already. 

# • # 

[19094] Q. So my statement is correct if I say that you 
have no place in your Exhibit 421 allocated any of the costs 
associated with those facilities referred to in lines 20 to 24 
inclusive, of the first column under the heading P. P. & L. 
of Table I of Exhibit No. 421 to Baltimore on account of 
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any interchange use which may be made of them? 
[19095] A. I think that is a correct conclusion from my 
answer. 

Q. And it may or may not be obvious, but I want you 
to tell me whether or not it is the fact that you have not 
allocated to Baltimore any costs associated with the trans¬ 
mission lines owned by Pennsylvania Power and Light 
Company which may be used for interchange purposes be¬ 
tween Harrisburg and Safe Harbor or Holtwood? A. 
I have no cost figures for Pennsylvania Power and Light 
Company’s lines; in my study I haven’t allocated them to 
anything for any purpose. 

Q. Now, likewise, as I understand your exhibit, you 
have included all of the costs associated with the trans¬ 
mission circuits between Safe Harbor and Penn Water in 
what you term the balance of transmission system on line 
25 of Table I, and the balance of transmission expense in 
line 16 of Table HI, isn’t that right? A. That is right. 

Q. And that means, doesn’t it, that you have not allo¬ 
cated directly to Baltimore any of the costs of such trans¬ 
mission circuits which may be associated with the inter¬ 
change use of those circuits, isn’t that right? A. The 
only allocation to Baltimore from those circuits would be 
through allocation from the pool. 

Q. So the answer is you have not allocated to Balti¬ 
more any of the interchange costs associated with those 
circuits [19096] between Safe Harbor and Holtwood; isn’t 
that right, Mr. Davis? A. If you say “have not allo¬ 
cated directly to Baltimore,” that is right. 

Trial, Examiner: Does it eventually get allocated 

to Baltimore? 

The Witness: A portion of it gets allocated to Balti¬ 
more, but not on the basis of interchange use. 

By Mr. Myse: 

Q. As I understand your Table EH of Exhibit 421, the 
figure of $952,712 which you show on line 5 under the head- 
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ing, “Pool” as total production expenses were allocated to 
pool on the assumption that the facilities associated with 
such costs are used in common by all customers. Isn’t that 
right? A. That is right. 

Q. That means, does it not, that the services produced 
by the steam plant, for example, represented by the costs 
in lines 2, 3 and 4, are services for all of the customers of 
Holtwood; is that right? A. You said 2, 3 and 4? 

Q. Yes. A. That is correct. 

Q. And that means you assumed that all of the cus¬ 
tomers obtain a use of those steam facilities by obtaining 
some service from those facilities, isn’t that right? A. 
That is right. 

[19097] Q. Now, just how does Baltimore, for example, 
obtain the use of the steam facilities of Holtwood? A. 
You mean to trace directly some of the energy from the 
steam plant to Baltimore? 

Q. Can you do that? A. Well, a very small amount 
could be traced directly. 

Q. I don’t want you to trace the amounts. 

Me. Goldbebg : Let him finish. 


Trial Examinee: You may finish your answer. 

The Witness: The service from any particular piece 
of equipment is valuable at times, not because it goes di¬ 
rectly from that piece of equipment to some customer, but 
it may replace other energy and release some from another 
source to go to that customer, and I have classed them 
all in the pool together, and allocated them on the basis of 
use. 


Me. Myse: May I have that last answer read, 
please ? 

Tbial Examinee : Yes. 

(Question read.) 
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By Mb. Myse : 

Q. Now, let’s see if I understand your idea of “use” 
as embodied in that last answer. That means, does it not, 
Mr. Davis, that if all of the services produced by the Holt- 
wood steam plant were actually transmitted to a Pennsyl¬ 
vania customer, that you assume, nevertheless, Baltimore 
may be using those steam facilities because it replaces 
energy which might [19098] otherwise be transmitted to 
Baltimore? A. It might do that, and it might relieve 
Baltimore of supplying some backfeed, or various other 
ways. 

Q. And because of that replacement, as you have just 
described it, you say that is a use of Holtwood’s steam 
facilities, for example, by Baltimore Company, is that 
right? A. That is the way it goes. 

Q. Now, Mr. Davis, does line 1 of Table HI of Exhibit 
421, in the amount of $269,145 show the total cost of service 
as you or the Commission accountants found them? A. 
Unfortunately, no. That contains an artificial reduction in 
cost there which I tried to remedy, but failed to make it 
satisfactory, so I have to deduct, according to the account¬ 
ant’s advice, the backwater payment from Conowingo from 
the total cost of the hydro, which reduces the cost that is 
charged to the customers artificially. It doesn’t reduce it 
really, but simply compels the use of a lower figure because 
someone else pays a part of the cost. 

Q. Well, actually the figure of total hydro production 
cost is higher than $269,145; isn’t that correct? A. That 
is correct. 

Q. And it is higher by how much? A. By $133,750. 

Q. And that $133,750 represents as I understand it, the 
payment from the Conowingo Company under the back¬ 
water agreement? [19099] A. That is right. 

Q. Now, is it your judgment that the total cost of 
hydro production as shown in line 1 should be only $269,145 
instead of the higher figure with the addition of $133,750, 
or was it the accountant’s judgment? 
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The Witness : My judgment was that the higher figure 
was the proper cost to be allocated to customers of Penn 
Water; but inasmuch as Penn Water is receiving the 
$133,750, there seems to be no satisfactory way of handling 
it except to say that Penn Water had a net cost of only 
$269,000. I tried to represent that in a way that seemed to 
me more proper in Exhibit 64, but it was objected to so 
strenuously that I consulted the accountants, and they said 
this was this proper way to handle it. 

Trial Examinee: Who objected to it? 

The Witness: Mr. Myse, principally, or his experts. 

Mb. Myse: Well, I don’t recall any such objection 
that he refers to. I might say that we objected to the 
method in the way he handled Exhibit 64, but we cer¬ 
tainly don’t agree with this method, as well. 

Me. Goldberg: That means there is no satisfying 

him. 

[19100] By Me. Myse: 

Q. Now, you said it was unfortunate. Have you ex¬ 
plained that in your last answer? A. Yes, that is what 
I meant to explain, that it does not actually reduce the cost 
by having someone else pay a part of it. But the financial 
effect on Holtwood is as if the cost were reduced to 
$269,000. 

Q. Now, referring to line 18 of Table IH of Exhibit 
421- 

Trial Examiner : Before you do that, referring to 
your Exhibit 64, your corresponding figure is $357,980, 
isn’t it? 

The Witness: What figure? 

Trial Examiner: Comparing with your $269,145. 

The Witness: Well, in Exhibit 64— I don’t have it here 
—the corresponding figure in Exhibit 64 was the total cost 
of the hydro. Now, the total cost of hydro in 1946 is 
$402,895, and from that— 
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Tbial Examiner: 402,000 what! 

The Witness : 402,895. That is reduced to $269,145 by 
crediting the backwater payment from Conowingo. 

Mr. Myse: May I proceed? 

Trial Examiner : Well, the $357,980 which appears 

in Table III of Exhibit 64, line 1— 

The Witness : That would be the total cost without any 
reduction. 

Trial Examiner: —is affected by the fact that it 

[19101] belongs to another year? 

The Witness: That is right. 

• • • 

[19108] Q. Let me understand that. That figure of $1,053,- 
564 which appears in column 7, line 2 of Table IV of Exhi¬ 
bit 421, comes from sheet 1 of Schedule 5 of Exhibit 392 
prepared by Mr. Dunn? A. That is correct. 

Q. And that figure does not represent either the actual 
bill rendered by Safe Harbor to P.W. for the year 1946 or 
the actual amount paid by Penn Water to Safe Harbor 
for the year 1946, does it? A. It is slightly greater, I 
believe. 

Q. In any event, it doesn’t represent the actual figures 

that I referred to? A. That is true. 

• • # 

[19121] Q. Now if we went through a similar process of 
tracing your allocation of the intangible and general plant, 
which appears in lines 27 and 28 of Table I of your Exhibit 
421, we would find, would we not, that although you have 
allocated a certain proportion of that intangible plant and 
general plant to the one-third of the transmission lines 
which you have allocated to the pool, appearing in lines 7 
through 11, inclusive of Table I, you have not allocated any 
of that intangible and general plant to the remaining two- 
thirds of those same transmission lines, is not that correct? 

• • i 
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[19122] The Witness : The intangible and general plant is 
allocated to transmission on Table V, shown in column 4 
line 5 on the percentage of the directly assignable items, 
which in this case is the 11.8 per cent of the total. 

Trial Examiner: How do yon do that, did you 

add up the figures in the pool column of Table I? 

The Witness: Yes, we have the total. 

Trial Examiner: What is the total? 

The Witness : The total pool on Table I is $24,227,004 
and the total intangible and general plant, total of items 
27 and 28 on Table I is shown on line 5 of Table V, column 
5, as $970,810, and 11.8 per cent of that is assigned to trans¬ 
mission on the ratio of the actual amount of transmission 
investment to the total. 

Then the total transmission investment and rate base 
developed in line 13, column 4 of Table V determines the 
items of depreciation and return in lines 18 and 19, column 
4. Those items are the fixed costs on all of the items above 
in Table IV, or are fixed costs on the total investment, and 
together with the other items of operating costs of trans¬ 
mission, they are assigned entirely to the capacity com¬ 
ponent and, because I have no capacity shown here for 
Baltimore, no part of that is allocated to Baltimore in 
Table VI. 

By Mr. Myse : 

Q. Mr. Davis, I have not heard an answer to my ques¬ 
tion [19123] yet. I appreciate the Examiner has been ask¬ 
ing you some clarifying questions. A. I have been 
through practically the same as what you called the “Rig¬ 
marole” for the investment and have come out with approx¬ 
imately the answer you need. 

Q. Let’s see if I understand it. That means that al¬ 
though you have allocated part of the costs and part of the 
investment associated with general and intangible plant 
to one-third of the transmission lines, known as the 220 kv 
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lines, you have not allocated either any of the investment 
or costs associated therewith of such intangible and general 
plant to the remaining two-thirds of such 220 kv lines, is 
not that right? A. Nothing of the intangible and gen¬ 
eral plant assigned to transmission in the pool gets allo¬ 
cated to transmission lines which are assigned directly. 

Q. To Baltimore ? A. To Baltimore or to any other 

customer. 

Q. That is the two-thirds of the 220 kv lines which you 
had assigned to Baltimore, and hence there is none of that 
intangible and general expense allocated to that two-thirds 
portion, is that right? A. That is true. 

Q. You have, however, allocated 68.4 per cent of the 
total intangible and general plant to hydro production 
[19124] facilities? 

Trial Examiner : Where is that ? 

Mr. Myse: That appears on Table V, column 1, 

line 4. 

The Witness : You mean line 5? 

Mr. Myse: Line 4. 

The Witness : Oh, the percentage, 68 per cent to hydro 
production, that is true. 

By Mr. Myse: 

Q. Would you say it is approximately correct to say 
that you have allocated as an energy component approxi¬ 
mately 25 per cent of the return costs associated with that 
68.4 per cent of intangible and general plant that I have 
just referred to? A. Approximately 25 per cent of that 
would go with the items 18 and 19 which are derived from 
the rate base to the energy component. 

Q. Now, it is that 25 per cent of the 68.4 per cent in 
terms of return which is all that was allocated to Baltimore 
as costs associated with intangible and general plant, is 
not that correct? A. That is correct. It was only from 
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the energy component that any costs are allocated to Bal¬ 
timore. 

• • • 

[19125] Q. Mr. Davis, I show yon a photostat of a docu¬ 
ment headed “Safe Harbor Facilities” and I ask yon 
whether or not that is the photostat of the work sheets 
which were furnished to Respondents yesterday in connec¬ 
tion with your determination of the difference between the 
figure of 1,007,185 appearing in column 6, line 2 of Table 
IV of your Exhibit 421 and the figure of $1,053,564 appear¬ 
ing in the same line of the same table, column 7? A. 
That is correct. This develops $46,379, which is the differ¬ 
ence between those two figures. 

Mb. Myse : I would like to have marked for identifi¬ 
cation with the next exhibit number the document just 
described by the witness, and I ask that we may have 
the opportunity to withdraw it to make additional posi¬ 
tive photostats for [19126] service on all counsel and 
for the record. 

Tbial Examines: The document handed the re¬ 
porter may be marked Exhibit 424 for Identification 
and may be withdrawn by counsel. 

(Exhibit No. 424 is marked for Identification.) 

By Mb. Myse : 

Q. Referring to Exhibit 424 for Identification, it is 
a fact, is it not, that in determining the depreciation ex¬ 
pense which you ultimately included within the figure of 
$46,379, you applied a percentage of 6.4 per cent to a figure 
of $507,370, right? A. That is right. 

Q. Where did the figure of $507,370 come from? I 
might refer you to sheet 1 of Schedule 5 of Exhibit 392. 
The same figure appears thereon, and I ask you if that is 
where you obtained the figure ? 

Tbial Examinee: What is the reference again? 
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Mb. Myse: Sheet 1 of Schedule 5 of Exhibit 392? 

The Witness: That is right. 

By Mb. Myse: 

Q. Now, as I understand it, this method that you used 
represents your judgment, not the judgment necessarily 
of Commission accountants; is that right? A. This 
method of deriving the costs from the investment furnished 
us by the company is my own derivation. 

[19127] Q. And as well as the method of deriving the 
portion of the depreciation expense from the total of 
$507,370 is also your method, and you take responsibility for 
it; is that right ? A. Applying that 6.4 ratio, you mean, 
yes. 

Q. Now, how was that 6.4 per cent determined? A. 
That is the ratio of the total investment figure supplied by 
the Company as representing the facilities at Safe Harbor 
installed for service to the Railroad Company to the total 
Safe Harbor plant. 

Q. In other words, it is a ratio of investment items? 
A. That is right. 

Q. Now, actually the figure of $1,934,300 which you use 
in Exhibit 424 as the total gross investment for railroad 
service was a figure supplied by the company, but includes 
only excess costs of 25 cycle generators in the amount of 
$608,100, is that right ? A. That is right. 

Q. It does not include all of the costs of the 25 cycle 
generators? A. No, this just includes the costs that are 
assigned for railroad service that would not have been 
otherwise incurred. 

Q. Now, you are not saying, however, that the invest¬ 
ment made in the 25 cycle generators other than the [19128] 
$608,100 is not used for railroad service, are you? A. 
No, the balance of that goes in the pool. That is the cost 
that is assumed would have been incurred if they had been 
all 60 cycle 3 phase generators. 
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[19129] Q. I think your answer to my last question pre¬ 
ceding this one may not be quite correct, and in order that 
we might get the record clear on that, I would like to go 
over it again. In order to determine the return component 
of the $46,379 as derived in your Exhibit 424, you applied 
the ratio of 6.4 per cent as derived in the manner described 
heretofore to a figure of $1,400,208 which you describe in 
Exhibit 424 as ‘ ‘ Return 5 per cent ’ is not that right ? A. 
That is right. 

Q. Now, where did you get the figure of $1,400,208? 
You did not derive that, of your own knowledge. You got 
that from the accountants, did you not? A. Yes, sir. 

Q. Now, that return of 5 per cent in the amount of 
$1,400,208 is a return figured on a depreciated rate base, is 
it not, or do you know? A. Yes, it is. 

Q. The ratio of 6.4 per cent, however, was determined 
[19130] by comparing the gross investment figures, is that 
correct? A. Yes. 

Q. And it was not determined by comparing the depre¬ 
ciated investment figures, if you want to call them that? 
A. No, that would assume that the depreciation reserve 
was not significantly different in the two items that I used 
to derive the 6.4 per cent. 

Q. That means, does it not, that you assumed that the 
depreciation reserve applicable to the gross investment 
for railroad service, as furnished to you by the company, 
would be the same percentage as the depreciation reserve 
applicable to the entire investment of Safe Harbor? A. 
I assumed it would be near enough to make no significant 
difference in the answer. 

Q. And implicit in that assumption is the further as¬ 
sumption that the age of the two groups of property is 
approximately the same, is not that right? A. Well, it 
is an assumption that whatever factors there are deter¬ 
mined, the depreciation reserve would be near enough to¬ 
gether on the whole on an average so that the ratio would 
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make no significant difference in the answer derived by- 
applying it. 

Q. Well, do yon consider that age is a significant fac¬ 
tor? A. In depreciation reserve? 

[19131] Q. Yes. A. Surely. 

Q. Now, referring again to Exhibit 424,1 note that you 
arrived at a figure of $17,053 for operating and mainte¬ 
nance of the frequency converter at Safe Harbor, and you 
arrived at that figure, as I understand it, by applying the 
ratio of 2 per cent to something. How did you arrive at 
the figure? A. 2 per cent to the total value of the fre¬ 
quency changer as given above in the list of investments. 

Q. You mean you applied 2 per cent to the figure of 
$852,500? A. Yes. 

Q. Where did you get the figure of 2 per cent? A. 
2 per cent is assumed to be a fair average amount to repre¬ 
sent operating and maintenance of electrical equipment. 

• # • 

Q. Well, what do you base your assumption on? That 
is what I am trying to get at. A. It is a figure that is 
quite generally used for approximate determination of 
operating and maintenance of electrical equipment where 
it cannot be directly determined readily. 

Q. Well, did you make any investigation of Safe Har¬ 
bor’s [19132] records to determine whether or not you could 
determine any portion of that operation and maintenance 
with respect to the frequency changer? A. I inquired 
whether any records were kept of separate equipment, and 
I found there were no records available. 

Q. Did you examine any of the work sheets of Mr. 
Spaulding in connection with Exhibit 378 in determining 
what method he had used in arriving at the operation and 
maintenance expenses associated with such frequency con¬ 
verters at Safe Harbor? A. I examined that exhibit. I 
do not recall what method he used for that at the moment. 

Q. Well, I did not ask you whether you examined the 
exhibit. Did you examine any of the work sheets which 
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were furnished to the Commission Staff? A. Yes, I ex¬ 
amined some of the work papers. 

Q. Did you not find in there a breakdown of operation 
and maintenance with respect to the frequency converters 
at Safe Harbor? A. I do not recall that. 

Q. In any event, you did not use that breakdown, if 
there is such a one, in your estimate. You used 2 per cent? 
A. I used 2 per cent before that exhibit and its work sheets 
were available to me. 


# • * 

[19134] Q. Did you inquire of any of the operating people 
at Holtwood or Safe Harbor with respect to the operating 
expenses and maintenance expenses of the frequency con¬ 
verter? A. I made no inquiry since way back before 
Exhibit 64 was prepared, and the preparation of this work 
sheet here is a repetition of the method I used in Exhibit 
64 without any further inquiry. 

Q. Well, when you inquired in connection with the 
preparation of Exhibit 64, did you inquire with respect to 
the expenses incurred in operating and maintaining the 
frequency converter at Safe Harbor from any of the oper¬ 
ating people at Holtwood or Safe Harbor? 

Me. Goldbebg : Objection, Mr. Examiner. We have 
finished with Exhibit 64. 

Mb. Myse : Mr. Examiner, he has tied it right back. 

Tbial Examinee: All right, you may answer. 

Mb. Goldbebg: He did not do any tying back. It 
was brought up by counsel for Respondents. 

Tbial Examinee: All right. 

The Witness: I made no inquiry except as to the ex¬ 
istence of separate records of operating and maintenance 
of the separate pieces of equipment at Safe Harbor. 
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make no significant difference in the answer derived by 
applying it. 

Q. Well, do yon consider that age is a significant fac¬ 
tor? A. In depreciation reserve? 

[19131] Q. Yes. A. Surely. 

Q. Now, referring again to Exhibit 424,1 note that yon 
arrived at a figure of $17,053 for operating and mainte¬ 
nance of the frequency converter at Safe Harbor, and you 
arrived at that figure, as I understand it, by applying the 
ratio of 2 per cent to something. How did you arrive at 
the figure? A. 2 per cent to the total value of the fre¬ 
quency changer as given above in the list of investments. 

Q. You mean you applied 2 per cent to the figure of 
$852,500 ? A. Yes. 

Q. Where did you get the figure of 2 per cent? A. 
2 per cent is assumed to be a fair average amount to repre¬ 
sent operating and maintenance of electrical equipment. 

• # • 

Q. Well, what do you base your assumption on? That 
is what I am trying to get at. A. It is a figure that is 
quite generally used for approximate determination of 
operating and maintenance of electrical equipment where 
it cannot be directly determined readily. 

Q. Well, did you make any investigation of Safe Har¬ 
bor’s [19132] records to determine whether or not you could 
determine any portion of that operation and maintenance 
with respect to the frequency changer? A. I inquired 
whether any records were kept of separate equipment, and 
I found there were no records available. 

Q. Did you examine any of the work sheets of Mr. 
Spaulding in connection with Exhibit 378 in determining 
what method he had used in arriving at the operation and 
maintenance expenses associated with such frequency con¬ 
verters at Safe Harbor? A. I examined that exhibit. I 
do not recall what method he used for that at the moment. 

Q. Well, I did not ask you whether you examined the 
exhibit. Did you examine any of the work sheets which 
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were furnished to the Commission Staff? A. Yes, I ex¬ 
amined some of the work papers. 

Q. Did yon not find in there a breakdown of operation 
and maintenance with respect to the frequency converters 
at Safe Harbor? A. I do not recall that. 

Q. In any event, you did not use that breakdown, if 
there is such a one, in your estimate. You used 2 per cent? 
A. I used 2 per cent before that exhibit and its work sheets 
were available to me. 


# • • 

[19134] Q. Did you inquire of any of the operating people 
at Holtwood or Safe Harbor with respect to the operating 
expenses and maintenance expenses of the frequency con¬ 
verter? A. I made no inquiry since way back before 
Exhibit 64 was prepared, and the preparation of this work 
sheet here is a repetition of the method I used in Exhibit 
64 without any further inquiry. 

Q. Well, when you inquired in connection with the 
preparation of Exhibit 64, did you inquire with respect to 
the expenses incurred in operating and maintaining the 
frequency converter at Safe Harbor from any of the oper¬ 
ating people at Holtwood or Safe Harbor? 

Mb. Goldbebg : Objection, Mr. Examiner. We have 
finished with Exhibit 64. 

Mb. Myse : Mr. Examiner, he has tied it right back. 


Tbial Exaj 




xeb: All right, you may answer. 


Mb. Goldbebg: He did not do any tying back. It 
was brought up by counsel for Respondents. 


Tbial Examines : All right. 

The Witness: I made no inquiry except as to the ex¬ 
istence of separate records of operating and maintenance 
of the separate pieces of equipment at Safe Harbor. 
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[19135] By Mb. Myse: 

Q. And, as a matter of fact, Mr. Davis, the fact is, is it 
not, that yon did not have to make any inquiry with respect 
to the maintenance or operating expense of these frequency 
changers because in the original 64 you did not make any 
such calculation, right? 

Mb. Goldbebg: Now, I object to that, Mr. Exam¬ 
iner. We are right back into Exhibit 64. 

Tbial Examines: Yes, I think so. 

Mb. Myse: Well, I think it is apparent from the 

exhibit. I will withdraw the question. 

By Mb. Myse: 

Q. Now, in arriving at the $46,379 you did not include 
any taxes, did you? A. No. 

Q. Nor, did you include any general or administrative 
expense in connection with the operation of that frequency 
changer, did you? A. That is supposed to be included 
in the 2 per cent, all expense. 

Q. Do you think the 2 per cent covers general and ad¬ 
ministrative as well as operating and maintenance? A. 
Well, the general and administrative expense that would 
apply to a particular machine I did not consider particu¬ 
larly at all. I did not consider that any significant amount 
of the [19136] administrative and general expense would 
apply to this particular equipment or this particular ma¬ 
chine. 

Q. Well, the 2 per cent certainly does not cover taxes, 
does it? A. I understood there were no property taxes 
in Pennsylvania that applied to such equipment. 

Q. What about income taxes and general taxes? A. 
Income taxes are based on revenue and I had no revenue 
to base them on in determining the cost of this particular 
equipment. 

Q. You did find a return, however, on this particular 
equipment, did you not? A. Surely, that is fixed cost 
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based on the investment, and the investment is what I had 
to start with. 

Q. Now, I note on 424 that yon deduct, or that what 
yon did do is arrive at a figure of $139,138 as total cost of 
railroad facilities, yon termed it, is that right? A. That 
means the total excess cost of those facilities over what 
would have been incurred if they had been the same as the 
other generators in the station. 

Q. And the total cost of facilities would be something 
greater, right? A. The total cost of these facilities, 
sure, that is true. 

Q. Now, however, you arrived at the $46,379 by [19137] 
dividing the figure of $139,138 by three, did you not? 
A. That is the portion paid by Holtwood Company. 

Q. Now, how does Holtwood Company pay that por¬ 
tion? A. By paying one-third of the total Safe Harbor 
costs. 

Q. And that goes back to your assumptions in connec¬ 
tion with Items E, F, and G that we cross-examined you on 
at length before? 

Mb. Goldbebg: What assumptions are those? I 
object to the question as vague and indefinite, Mr. 
Examiner. 

Mb. Myse : I was trying to shorten the cross-exami¬ 
nation and if I have to get into it again, it will take 
weeks. 

Tbial Examinee: Well, you had better establish 
what you are talking about in the way of assumptions. 

By Mb. Myse: 

Q. Well, Mr. Davis, you assume that Safe Harbor paid 
one-third, or that Penn Water paid one-third of the cost of 
$139,138, and only one-third of those costs by reason of the 
provisions in Items E, F, and G, right? A. Provisions 
of E, F and G, and the other documents that show the carry¬ 
ing out of those provisions, such as the bill to Holtwood 
Company. 
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Q. What other document do yon now have in mind 
other than the bill? A. Well, the bill and it appears in 
other records that the payment that Holtwood makes is 
one-third of the Safe Harbor [19138] costs. What I mean 
is that I got it from the contract, and also from the evi¬ 
dence that the provisions of the contract had been carried 
ont. 

Q. You say that evidence is embodied in the bill from 
Safe Harbor to Holtwood, is that right? A. That is 
right, and the inclusion of that amount in Holtwood’s cost. 
That is all I have here to allocate is one-third of Safe Har¬ 
bor’s costs. 

Q. You are not saying that in the bill from Safe Har¬ 
bor to Holtwood there appears an item of $46,379, are you? 
A. I got called down for characterizing a question this 
morning, and I almost did it again. I am not saying that, 
no. 


[19139] Q. Referring again to Table V, Exhibit 421, as I 
understand your previous testimony, I take it that you are 
not responsible for the accuracy of any of the figures 
appearing in line 7 of Table Y, am I correct in that? A. 
Yes, sir. 

Q. Nor are you responsible for the accuracy of any of 
the figures appearing in line 18 of Table V of Exhibit 421, 
right? A. Yes, sir. 

Q. And that means any of the figures in any of the 
columns in each case ? A. That is right. 

Trial Examiner : What do you mean by ‘‘Any of 

the figures in any of the columns”? 

Mb. Myse: Lines 7 and 18, isn’t that right, Mr. 

Davis? 


The Witness: Yes. 
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By Mb. Myse : 

Q. I take it yon are also not responsible for the figure 
of 5 per cent used in computing the figures appearing in 
line 19 of Table V. Right? A. I believe so. 

Q. Well, I do not like your belief necessarily, Mr. 
Davis. [19140] A. Well, I think I have told you that 
about three times in the last day or so. I am not responsible 
for it, for the five per cent return. 

Q. Now, do I understand your exhibit correctly in 
saying that the 74.85 per cent figure appearing in line 22 of 
Table V was derived from Table V-A by taking the ratio 
of 250,000 kw found by you to be the total dependable capac¬ 
ity, the total dependable hydro capacity as compared with 
the total hydro installed capacity? A. That is right, 
following the same method I used in Exhibit 64. 


[19147] Q. There is one correction I think I should make. 
I refer to lines 16 to 21, inclusive of page 19124. The ques¬ 
tion is: 

“Q. Now, it is that 25 per cent of the 68.4 per 
cent in terms of return which is all that was allocated 
to Baltimore as costs associated with the intangible 
and general plant, is not that correct? “A. That 
is correct.” 

Now, as I understand it, the answer is not entirely 
correct. It is correct only in so far as 25 per cent of the 68.4 
per cent was allocated to the energy component, is not 
that right? A. 68.4 per cent of the return for the invest¬ 
ment in the pool is included under hydro, column 1. 

Q. Let’s take it step by step, Mr. Davis. That means, 
does it not that 68.4 per cent of the return costs associated 
with intangible and general plant was allocated to hydro 
production costs, is that right? A. 68.4 per cent of the 
intangible and general plant is allocated to hydro and 
the return on that proportion of [19148] general and in¬ 
tangible plant would be included in the total amount of 


2212 


George H. Davis, Cross 


return allocated to hydro in line 19 and the total hydro 
cost, approximately 25 per cent of it, is assigned to the 
energy component. 

Q. And as we went through it yesterday only approxi¬ 
mately 50 per cent of the cost assigned to the energy com¬ 
ponent was allocated under your method to Baltimore, is 
not that right? A. That is correct. 

Q. So that if yon can say that approximately 68 per 
cent of the return associated with intangible and general 
plant was allocated to hydro production costs then only 50 
per cent of the 25 per cent of that 68.4 per cent in terms of 
return costs was allocated to Baltimore Company, right? 
A. That was all that was in the energy component. 

Q. And whatever was in the energy component, only 
approximately half of it was allocated to Baltimore Com¬ 
pany, is that right? A. Yes, sir. 

Q. Now, will you turn to Table V-A of Exhibit 421? 
A. Yes, sir. 

Q. Mr. Davis, where did you get the figure of 167,000 
kw, appearing in column 4, line 3 of Table V-A of Exhibit 
421? A. That is obtained by applying the total energy 
available from the hydro plants under minimum flow con¬ 
ditions for [19149] the week of the peak load in December, 
to the maximum loads for that week that actually occurred 
in 1946. 

Trial Examiner: What figure are you now talk¬ 
ing about? 

The Witness: The 167,000 kilowatts of dependable 
capacity on the weekly recovery cycle under minimum flow 
and peak load conditions. 

Trial Examiner: What was your actual mathe¬ 
matics in that? 

The Witness: The actual mathematics was computa¬ 
tion of the total amount of energy that the hydro plants 
could generate during that week under the minimum flow 
conditions. 
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Trial Examines : What was that, do yon have it? 

The Witness : It is approximately 5 y 2 million kilowatt- 
hours as I recall—No, that was wrong; it was 3,561,000 
kilowatt-hours. 

By Ms. Mysb: 

Q. Mr. Davis, first of all, as I recall your testimony 
you referred to the week of the peak load of December 16? 
A. The week of December 16 to the 22nd, inclusive. 

Q. In the year 1946? A. Yes. 

Q. That was the week of the peak load on the area 6 
system, is that right? A. That is correct. 

Q. And it was not the week of the peak load on the 
[19150] Holtwood-Safe Harbor system, was it? A. No. 

Q. And it was not the week of the peak load on the 
Holtwood system alone, is that right ? A. The Holtwood 
system alone, do you mean the Holtwood steam and hydro 
plants ? 

Q. That is right. A. No, it was not. 

• i • 

The Witness: I should qualify that first answer by 
saying it was the peak load of area 6 system plus the load 
to the Pennsylvania customers. 

By Mb. Myse : 

Q. I wanted to make that clear. That is the area 6 
system as you have used it throughout your testimony? 
A. That is true. 

By Mb. Goldbebg: 

Q. Do I correctly understand that Holtwood and Safe 
Harbor are part of that Area 6 system? A. The Penn¬ 
sylvania customers of Holtwood are included in the peak of 
the area 6 system. 

Q. And Penn Water and Safe Harbor are part of that 
area 6 system, right? [19151] A. That is right. 

Ms. Goldbebg: My question to counsel is, what is 
this Holtwood-Safe Harbor system? 
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The Witness : What I presume he means by the Holt- 
wood-Safe Harbor system is the Holtwood hydro and steam 

plants, plus the Safe Harbor hydro plant. 

• • • 

[19176] Q. Mr. Davis, referring again to your Table V-A 
of Exhibit 421, you there show that you added to the figure 
of 167,000 kw in column 4, line 3, which you call a 11 Depend¬ 
able capacity on weekly recovery cycle under minimum flow 
and peak load conditions, ’ * a figure of 83,000 kw in the same 
column, [19177] line 4, which you call “Additional capacity 
value for maintenance, short period loads, from use of 
pondage, etc.” Is that right? A. Yes, sir. 

Q. And you therefore arrived at a figure of 250,000 
kw, which you call “Total dependable capacity allocated 
on the basis of installed capacity?” A. That is right. 

Q. And in column 4, however, it is what you call the 
total dependable capacity? A. For the hydros, yes. 

Q. Now, that 83,000 kw that you show on Table V-A of 
Exhibit 421 is the same 83,000 kw that you referred to in 
note (6) at page 2 of the text of Exhibit 421. Is that right? 
A. That is right. 

Q. Now, can you explain for me just exactly how you 
arrived at that figure of 83,000 kw? A. Well, that gen¬ 
eral explanation is in the text following mention of 83,000 
kilowatts on page 2 of the text. There are a number of 
uses where capacity in addition to the minimum load-carry¬ 
ing capability of the plant is of value, and can justly be 
added to obtain the total dependable capacity of the hydros. 

This is a repetition of the method used in Exhibit 64 
[19178] for determining dependable capacity except that 
in that exhibit a figure of 75,000 kilowatts was already 
added by the company in its estimate of a change to post¬ 
war conditions and to standard time, which I accepted and 
considered that it included something for these other items. 

As it turned out, about 36,000, if I recall, was con¬ 
tained in that figure which would account for some of these 
other items. 



George H. Davis, Cross 


2215 


In addition to the 75,000 there I added 28,000 as capac¬ 
ity for the snstained use of storage. Now, that is half of 
what is calculated to be the sustained load on storage for 
a period of a week. 28 was used in Exhibit 64 on the judg¬ 
ment that all of that 58 or 59 thousand which was computed 
as sustained load from the use of storage was certainly 
not of the same value as the base-load carrying capability 
of the plant under minimum flow conditions, and a judg¬ 
ment figure of half of it was included as a portion of the 
dependable capacity. 

Now, not having any estimated figure for changed 
conditions here, but applying it to the actual conditions of 
1946, I considered approximately the same amount avail¬ 
able for the use of pondage, and from the 83,000 that would 
leave 55,000 which can be considered capacity value for 
scheduled maintenance, for short time emergencies, for ex¬ 
pectation of better than minimum-flow conditions, for 
swings, for any of the intangibles that the plant can be 
depended upon for valuable capacity [19179] service. 

That figure is not a mathematical determination. It 
cannot be assigned in detail, parts of it, to any of those 
items in particular, because sometimes it might be all ap¬ 
plied to one item. It might be that the whole amount might 
be used for short-time emergency at one time, or all of its 
value used for scheduled maintenance at another time. 

The fundamental basis of the determination of depend¬ 
able capacity for the purpose of allocating costs is an at¬ 
tempt to determine what capacity would be of value in 
saving investment in additional generating equipment. 
Whatever you could figure out by any method, mathe¬ 
matical or otherwise, as dependable capacity so far as 
applying that to a cost allocation goes, if it would not, in 
fact be sufficiently convincing to people responsible for 
carrying the load so that actually investment would be 
saved, then it is not dependable capacity for cost allocation 
purposes. 
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Tbial Examines: Just a minute. Bead the ques¬ 
tion. 

(Question read.) 

Mb. Myse: Mr. Examiner, I recognize that the 
question has been answered long since, and that I did 
not call for a speech, but in the hope that he would 
wind up sometime soon, I have been letting him run 
on. 

If the Examiner feels that we have exceeded the 
bounds of all reason, and I think there might be some 
justification [19180] for that conclusion, I am willing 
to object to any further testimony in response to that 
question. 

Tbial Examines : I think we are getting too lengthy 
an answer. I am afraid it is going to create some diffi¬ 
culty in cross-examination. I think you had better 
proceed by putting further questions to the witness. 

By Mb. Myse : 

Q. As I understand it, the 83,000 kilowatts that we 
have been referring to consists of at least two components 
that you can identify: one is 28,000, which you said was 
for use of pondage, and the balance of 55,000 for all these 
other items which you called intangible items; is that right ? 
A. That is correct. 

Q. Now, as I understood your testimony up to this 
point, part of that 55,000 at least was added by you because 
of the value of the plants at Holtwood and Safe Harbor 
used in scheduling maintenance, is that right? A. That 
is right 

Q. Maintenance by whom ? A. Maintenance by Safe 

Harbor, Penn Water and Baltimore. 

Q. Does that include maintenance by any of the Penn¬ 
sylvania customers ? A. No, I have no cause here to deal 
with Pennsylvania customers. 
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Q. Well, I did not ask yon that, Mr. Davis. My [19181] 
question was, did you in arriving at your 55,000 kw con¬ 
sider in any way the capacity value of the Safe Harbor 
and Holtwood plants to the Pennsylvania customers in 
scheduling maintenance? A. I do not know that I 
specifically considered any of them; when I mentioned 
scheduled maintenance, I was primarily referring to the 
value of the capacity to the Baltimore system for scheduled 
maintenance. 

Q. And you were not referring to the value to the Penn¬ 
sylvania customer system? A. No. 

Q. As I recollect your testimony in connection with 
Exhibit 64 on this subject of allocating the dependable ca¬ 
pacity as between Holtwood and Safe Harbor, you stated 
that the reason you allocated it in proportion to the in¬ 
stalled capacity was because the dependable capacity was 
estimated and reported by Penn Water or Penn Water and 
Safe Harbor only on a combined basis; right? A. Well, 
that is the reason why I had to make an allocation, that 
is true. 

Q. Now, that reason is no longer a valid one today, 
is it? A. There has been some testimony in the proceed¬ 
ing indicating a capacity for Holtwood alone. 

• • « 

[19182] The Witness: The figure that I was referring to 
was one that I heard Mr. Watchorn give on cross-examina¬ 
tion. 

Trial Examiner : All right. 

[19183] By Mr. Myse: 

Q. That was 100,000 kw? A. Yes. 

• • • 

The Witness : Which is not new. I had that before. 

# • • 

[19184] Q. Now, that 153,512 kw is a summation of certain 
demands that you used of the Pennsylvania customers plus 
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the [19185] Pennsylvania Railroad in Pennsylvania, plus 
10 per cent, which demands yon assumed all took place at 
the time of the area 6 system peak in 1946, right! A. 
The demands of P. P. & L., P. E. and M. E. Companies did 
take place or were reported to have taken place at the 
time of the system peak. For the railroad company, an 
average of the three highest is nsed, bnt is not one specific 
peak and only one of the three that I averaged, I believe 
occurred at the hour of system peak. 

Q. Well, I think you are right. In any event, the 
figure of 36,557 kw appearing on line 14 of Table V-A of 
Exhibit 421 is not the actual peak demand of the railroad 
company in Pennsylvania during the time of the area 6 
system peak. Am I right? A. Yes. 

Q. Now, that area 6 system peak occurred at 6 p.m. 
December 19, 1946, right? A. That is correct. 

Q. And that is shown on Exhibit 372, one of Mr. 
Spaulding’s exhibits, is not that right? A. That is cor¬ 
rect. 

Q. Do you know what the actual demand of the Penn¬ 
sylvania railroad was at 6 p.m. on December 19,1946 limited 
to Pennsylvania? If I show you Exhibit 372, will that re¬ 
fresh your recollection any? [19186] A. The actual 
measured demand of the railroad in Pennsylvania at that 
hour is reported as 24,000. 

Q. Kw? A. Yes. 

Q. Now, Mr. Davis, if the actual Pennsylvania Rail¬ 
road load in Pennsylvania at the time of the area 6 system 
peak at 6 p.m. on December 19, 1946 had actually been 
36,557 kw—that is, 12,557 kw higher than the 24,000 we have 
just referred to—would not the load shown on your Exhibit 

425 have been higher by 12,557 kw on that same peak hour? 

• • # 

The Witness : That is probably true. 

By Me. Myse : 

Q. In other words, you should have made the same 
adjustment or a similar adjustment to the adjustment you 
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made for the Metropolitan Edison requirements, is not that 
right? A. No, I do not believe that is comparable. The 
use of the 36,557 as an average load there is due entirely 
to the character of the railroad load. When you are taking 
some hour that is determined without any relation to the 
railroad load, you might at one time get a high peak and 
at another time a low at that particular hour, which is 
recognized in the method of billing the railroad company, 
and I think a more [19187] representative demand for the 
railroad company at that hour is obtained by using this 
average. 

Q. Well, in using the figure of 36,557 kw, don’t you 
assume that that is the average peak that the railroad de¬ 
mands on the Holtwood-Safe Harbor system during the 
peak week of the area 6 system peak? A. I am using 
that as a portion of the capacity required to serve those 
loads. 

Q. Now, actually what you have done on Table V-A 
is deducted this estimated load of the railroad in Pennsyl¬ 
vania from what you found to be the dependable capacity 
at the time of the area 6 system peak, is not that right? 
A. That is correct. 

Q. Now is it not a correct statement to say that if you 
had used that estimated peak load of the railroad in Penn¬ 
sylvania instead of the actual peak load of the railroad 
in Pennsylvania at the time of the area 6 system peak in 
determining your dependable capacity, you would have 
come out with a higher figure for dependable capacity, is 
not that right? A. That is right, if it had been deter¬ 
mined that way. 

• • • 

Q. And that higher figure would be 262,557 kw, is not 
that right? [19188] A. At that particular time, that is 
right. 

Q. And correspondingly, the net dependable capacity 
available for load in line 9 of column 4 of Table V-A would 
be 242,773 kw, is not that right? 
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The Witness : If we added 12,557 onto tliat, that would 
have been 242,773. 

By Me. Myse : 

Q. And correspondingly if there were no changes in 
the figure of 153,512 kw shown in line 15 of Table V-A, the 
figure of 102,488 kw would be increased to a figure of 115,- 
045 kw, right? A. If you add the 12,557 to the 102,488 
that is what you would get. 

Q. Now, as I understand your exhibit, table V-A of 
Exhibit 421, Mr. Davis, the firm loads of the Pennsylvania 
customers during the time of the area 6 system peak which 
you show in lines 10 to 12, inclusive, and summarized at 
line 13 to a total of 103,000 kw, are the firm loads which you 
assume would be incurred under conditions of most adverse 
river flow of record, is that right? A. Those are the 
firm loads that are reported actually did occur in 1946. 

Q. During the time of the area 6 system peak? 
[19189] A. Yes, sir. 

Q. Would those same firm loads occur under condi¬ 
tions of most adverse river flow of record? A- I do not 
know of any reason why the loads of these customers would 
have been changed by minimum flow conditions so long as 
the M.E. steam line remained as it was at this hour. 

Q. Well, you assume, then, that there would be no 
change under adverse-flow conditions, right? A. I see 
no relation between these loads and river flow. 

Q. Well, is not that your assumption that there would 
be no change? A. That is true. 


[19190] Q. Under the method you pursued in Table V-A 
of Exhibit 421, is it not a fact that you assumed that 74.85 
per cent of the 104,000 kw which you show as the installed 
capacity in column 2, line 1 of Table V-A is dependable 
capacity? 
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[19191] A. That is what it seems to work out. 

Q. And that means, does it not, that approximately 
75.per cent of the 80,000 kw of 25 cycle capacity at Holt- 
wood you also assumed to be dependable capacity, right? 
A. I did not make any distinction between 25 and 60 cycle. 

Q. Well, is not that implicit in your method that ap¬ 
proximately 75 per cent of the 80,000 kw of 25 cycle capac¬ 
ity at Holtwood is dependable capacity? A. That would 
be a logical conclusion. 

# • • 

[19192] Q. But under the method you have pursued, the 
net result is that you have allocated no capacity to Balti¬ 
more ? A. Bight. 

Q. That means, does it not, that you are saying and 
you are assuming that Baltimore uses none of the capacity 
of Holtwood? A. I am assuming there is no dependable 
capacity of Holtwood left for Baltimore after the require¬ 
ments of the Pennsylvania customers are supplied. 

Q. Well, does not that mean, Mr. Davis, that you as¬ 
sumed under the method you pursued that there is no de¬ 
pendable capacity of Holtwood used by Baltimore Co.? 

Mb. Goldbebg: What do you mean by “used”? 

Tbial Examinee: You may answer, Mr. Witness. 

The Witness: The dependable capacity which I have 
determined in accordance with the method shown in Table 
Y-A is more than used up in supplying the obligations of 
Holtwood [19193] in Pennsylvania. 

Q. I have not asked you that, Mr. Davis, if you will 
read the question. 

• • • 

The Witness : I assumed that there was no dependable 
capacity as determined by this method that Baltimore could 
depend on. Baltimore uses capacity when the water is up, 
when conditions are good; but that is not dependable ca¬ 
pacity. 
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[19195] Q. Mr. Davis, referring again to your Table V-A 
of Exhibit 421, as I understand it, your purpose in going 
through the calculations you did go through on that table, 
to get the figure of 102,488 kw, as the balance available 
to Baltimore from Holtwood and Safe Harbor, was to 
obtain the balance of dependable capacity available to Bal¬ 
timore under most adverse flow conditions of record, from 
the Holtwood and Safe Harbor developments; is that right ? 
A. One component of that is the load-carrying capability 
under most adverse conditions, which is modified by the 
addition of the 83,000 for some other factors or more capac¬ 
ity at times other than minimum flow, but the calculations 
have been gone through to obtain the balance available to 
Baltimore under the conditions which I have explained. 
[19196] And those conditions are most adverse flow con¬ 
ditions of record; is that right? A. The basic load- 
carrying capability of 167,000 under most adverse flow 
conditions of record. 

Q. Now, in order to arrive at that figure of 102,488 kw, 
you deducted the firm loads plus 10 percent of the 
Pennsylvania customers, plus the amounts you deducted 
for the Pennsylvania Railroad in Pennsylvania, on the 
assumption that those obligations, in terms of firm loads 
and Pennsylvania load in Pennsylvania, would obtain dur¬ 
ing most adverse flow conditions; is that not right ? A. 
I attempted to develop the capacity that could be depended 
upon to carry those loads. 

Q. Mr. Davis, can you tell me whether my statement 
is correct or not? A. Not quite. 

Q. What is there that is incorrect about my statement? 
A. It is a little too narrow. 

Q. In what respect ? A. I was just about to tell you. 

Q. All right, if you will, please. 

Tbial Examinee: Proceed. 

A. The capacity which I have developed as depend¬ 
able is the capacity that can be depended upon to carry 
those loads when they occur. 
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[19197] By Mb. Myse: 

Q. Now, if they would not occur during adverse flow 
conditions, then, you should make some adjustment for 
that fact; is that right? A. Well, I have made some 
adjustment for probability of better than adverse flows in 
a part of the 55,000 kilowatts which I have added. 

Q. Well, have you made any adjustment, however, to 
the firm loads plus 10 per cent of any of the Pennsylvania 
customers for the fact that under adverse flow conditions 
Holtwood and Safe Harbor might not be obligated to fur¬ 
nish the actual firm loads at the time of the Area 6 system 
peak? A. I think I testified just before lunch that these 
were the actual peaks of the three customers, without ad¬ 
justment. 

Q. You are familiar with Exhibit 76, I take it, which 
is the contract between Pennsylvania Water and Power 
Company, Safe Harbor Water Power Corporation, on the 
one hand, and Pennsylvania Power and Light Company, on 
the other; isn’t that right? A. Yes. 

Q. As I recall from our cross-examination on Ex¬ 
hibit 64, you are also familiar with Section 2, Art. IV 
thereof, which defines the obligation of the generating com¬ 
panies, that [19198] is, Penn Water and Safe Harbor, dur¬ 
ing on-peak periods of days of low flow; is that right? 
A. You mean their obligations under an option? 

Q. Well, Section 2 defines the obligations of Penn 
Water and Safe Harbor during the on-peak periods of days 
of low flow; isn’t that right? 

A. That is right. 

Q. And it defines that obligation to be only 80 per cent 
of the Lancaster load requirements; isn’t that correct? 

A. That is what is defined there: “Generating Com¬ 
panies may at their option reduce their supply to Receiving 
Company to 80% of the Lancaster Load Requirements. * *” 

Q. And there is a similar provision in Section 3, is 
there not? A. That is right. 
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Q. And Section 3 also defines on-peak periods, and I 
won’t trouble you to read it into the record, because the 
exhibit is in the record, isn’t that right? A. That is 
right 

Q. And it also defines what are days of high flow and 
days of low flow; isn’t that right? A. That is correct. 

Q. In Exhibit 77, which is a supplement to Exhibit 76, 
there appear certain options; isn’t that correct? [19199] 

A. That is true. 

Q. And one of the options is to continue to operate 
under the provisions of Sections 2, 3, and 4 of Article IV 
of Exhibit 76; isn’t that correct? A. That is right. 

Q. And that is Option A? A. Option A; correct. 

Q. Do you know at this time whether or not Option A 
is in effect? A. I understand that it has been in effect 
since early this year. 

Q. And if you will refer to transcript 16636, line 12, 
which is part of Mr. Spaulding’s testimony on direct on 
rebuttal, to refresh your recollection, it went into effect on 
February 15, 1947; isn’t that correct ? A. That is as I 
remember it, and that is what it says. 

Q. With that option in effect, the fact is that whatever 
firm loads there are of Pennsylvania Power and Light, only 
80 per cent of that firm demand is an obligation of Penn 
Water and Safe Harbor during adverse flow conditions; 
isn’t that correct ? A. I had understood that during 1946 
there was no option in operation. 

Q. Well, we will get to that, Mr. Davis. Will you answer 
my question? [19200] A. At the present time, that is 
true. j 

Q. That is true at the present time, is it not ? A. Yes. 

Q. In order that your Exhibit 421 may be applicable to , 
the year 1947 and the future, you would have to take into 
consideration that reduction in the obligation of the peak j 
demands of the Pennsylvania Power and Light Company f 
under most adverse flow conditions, would you not? A. . 
Well, if we could take into consideration also the actual de- t 
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mands at that time, so that, if they should happen to in¬ 
crease 20 or 25 per cent, the 20 per cent reduction could be 
applied to the proper figure, that would be right. 

Q. In other words, whatever the actual demands would 
be in the future, you would have to take only 80 per cent 
of those demands in working out your calculations; isn’t 
that true! A. That is true. 

Q. Is it your testimony that the demands that you show 
at line 10 of Pennsylvania Power and Light, or any of the 
firm load demands which you show at lines 10, 11, and 12 
of Table V-A of Exhibit 421 cannot be used as the criterion 
for the demands of the future? A. No, I wouldn’t say 
that you could use those as criterion for the demands of the 
future. When you come to [19201] use those for allocating 
costs, it doesn’t mean that the company’s revenue would be 
confined to these demands, if they should increase, or if they 
should decrease. 

* ♦ • 

[19211] Q. Now, it is true, is it not, Mr. Davis, that the 
backfeed that Penn Water receives from Batlimore Com¬ 
pany is a resource of Holtwood’s which may be used for 
serving any of its customers; isn’t that right? A. That 
is a resource which I have distinguished from— 

Q. Well, now, Mr. Davis, I haven’t asked you how you 
distinguished it. You have answered my question. It is a 
resource, is it not ? 

Trial Examinee: For what? 

Mb. Myse: For use of any of Penn Water’s cus¬ 
tomers. Isn’t that right? 

The Witness: Sure, it is a supply by Baltimore to 

[19212] increase the resources of Holtwood’s own plant. 

• 

By Mb. Myse: 

Q. Likewise the interchange purchases by Penn Water 
or Safe Harbor are resources to them which may be used 
in serving their customers; isn’t that correct? A. That 
is true. 
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Q. To the extent, then, that you have not included Balti¬ 
more backfeed and interchange purchases in the figure 
which you show at line 3, column 3 of Table V-B, of Exhibit 
421, you have not included, all of the Holtwood resources 
in that line; isn’t that correct ? A. I have included all— 
[19213] Q. Now will you answer my question, please? I 
haven’t asked you what you have included. I have asked you 
whether or not you have included all the resources of Holt- 
wood in that particular line. A. I have. 

Mr. Hall : Mr. Myse, will you define what you mean 
by “resources”? Are you using that term in any dif¬ 
ferent way than he has used it in connection with 
Table V-B? 

Mr. Myse : Whatever way the witness has been us¬ 
ing it. 

The Witness : The way I have been using it, Holt- 
wood’s resources are included in line 3. 

By Mr. Myse : 

Q. Then were you saying that Baltimore backfeed is 
not a resource of Holtwood, as you used the term “re¬ 
sources”? A. I used the term “Baltimore supply” for 
that backfeed, and I included— 

Q. Well, now, will you answer my question, please? 
I haven’t asked you where you have included it. A. 

I have not so interpreted it. 

Q. You are now saying that the backfeed from Balti¬ 
more is not a resource of Holtwood as you use it. Is that 
your testimony? A. As I have used the term “Holt¬ 
wood resources,” it is not. 

Q. Likewise, you are now testifying under oath that 
the [19214] interchange purchases that Penn Water re¬ 
ceives are not a Holtwood resource, as you used the term? 
A. I have not so treated it. 

• • • 

[19215] Q. That figure of 615,636 mwh., which you label 
the balance of Holtwood resources, I take it we are to under- 
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stand that when you speak of Holtwood resources, there, 
you mean Holtwood resources as you have defined them a 
few moments [19216] ago—as excluding the backfeed from 
Baltimore and the interchange purchases? A. That is 
right. 

Q. Where did the figure of 157,961 mwh. come from, 
which appears in line 8 of Table V-B, Exhibit 421 and is 
labeled “Backfeed on 220 kv. lines”? A. That comes 
from Form 1 report. 

Q. Can you tell me where you got it from, in the Form 
1 report? A. We used to get it in the Form 1 report, but 
it doesn’t seem— 

Q. As a matter of fact the Form 1 report, on Schedule 
552, page 524, shows that the amount of interchange power 
received from Consolidated Gas Electric Light and Power 
Company is 159,482 mwh., or 159,482,000 kwh.; isn’t that 
correct ? 

Tbiab Examinee : Beceived from Baltimore? 

Mb. Myse: It doesn’t say so. That is the total on 

both lines, is it not—220 kv. and 66 kv. Isn’t that cor¬ 
rect? 

The Witness : No. That is the total on the 220 kv. 

By Mb. Myse : 

Q. Where did you get the figure 157,961, then? A. 
I guess you are right. The 159,482 mwh. is the backfeed on 
the 220 kv. lines, plus the backfeed on the Highlandtown 
line. 

* * • 

[19217] Q. Maybe this can help you, Mr. Davis, in order 
to save time. I am informed that there is a possibility, at 
least—we are not sure—that the figures you used are gross 
figures received at Safe Harbor. A. That is what they 
are; yes. 

Q. Whereas the figures appearing in the Form 1 are 
the net hourly figures metered at Baltimore. Do you think 
that accounts for the difference ? A. That probably will. 
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I can give you in just a minute the figures that we were 
using. The 157,961 is the gross [19218] backfeed received 
at Safe Harbor on the 220 kv. line. 

Q. What is the 1,676 mwh. appearing at line 9 of Table 
V-B of Exhibit 421? A. That is backfeed on the High- 
landtown line to Holtwood. 

Q. Is it a gross metered figure or a net hourly figure, 
or what? And where is it measured? A. That is meas¬ 
ured at Highlandtown. 


• • # 


[19220] Q. WTiere did you get the figure of 162,677 mwh. 
appearing in line 10 of Table V-B of Exhibit 421? A. 
That is the total delivery from Safe Harbor to Holtwood 
in excess of the 292,323,000 kilowatt hours representing 
Holtwood’s entitlement from Safe Harbor. 

Q. Well, “how did you compute it?” is my question. 
A. We computed it by deducting from the net generation 
at Safe Harbor the delivery to Baltimore over the 220 kv. 
lines, plus the delivery to the railroad for Maryland serv¬ 
ice, and then deducting from that balance the 292,323,000 
of Holtwood’s entitlements, leaving 162,687,000 delivered 
to Holtwood in excess of Holtwood’s entitlement. 

• • • 


[19222] Q. What next did you do in order to arrive at the 
162,677 mwh.? I take it you subtracted the 300,340 
mwh. first, did you not? A. Well, I added that to the 
delivery to the railroad from Safe Harbor for Maryland 
service and subtracted the sum. 

Q. How much was that? A. 121,628,000. 

Q. 121,628,000, or 121,628 mwh., is the net delivered 
to the Pennsylvania Railroad at Perryville and Conowingo 
as part of the contractual supply of the electric companies, 
and by “electric companies,” I mean Safe Harbor, Penn 
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Water, and Baltimore Company; is that correct? A. I 
don’t know about that. This is the delivery [19223] from 
Safe Harbor, with a small amount added at Perryville. 


[19224] The Witness : I have been working all through the 
recess working up the figures of how I derived the 121,628 
[19225] delivered to the railroad. That was the last ques¬ 
tion he asked me. 

Mb. Myse: That is all right. 

The Witness: And that 121,628 mwh. is derived 
from a number of figures which are on the five sheets of 
special meter readings which I testified the other day were 
furnished by the company at our request in addition to the 
other data that was supplied. 

Trial Examinee : May I see what you have tabu¬ 
lated during the recess ? 

The Witness: Yes, sir. That is the data. That data 
is all furnished by special meter readings requested of the 
company. 

Trial Examiner: What is “Cga”? 

The Witness: Conestoga. 

Trial Examiner : Is there any objection to having 
the reporter copy that in the record? 

Mb. Myse : No objection. 

Trial Examiner: The witness may hand his tabu¬ 
lation to the reporter and the reporter may copy it in 
the record at this point. 
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(The tabulation is as follows:) 


[19226] SUPPLY FROM SAFE HARBOR TO 
PENNSYLVANIA RAILROAD COMPANY 
FOR SERVICE IN MARYLAND 


T 


Gross 25-cycle generation at 

Safe Harbor 299,384 

Station use 2,709 


296,675 

Transfer 60-cycle to 25-cycle 109,846 


Total 25-cycle output at Safe Harbor 407,746 

Back feed 1,225 


Net output 25-cycle from Safe Harbor 406,521 

Delivery to Philadelphia Electric Co. in interchange 
at Perryville and Thorndale 75,809 


Net to Railroad Company for Pennsylvania and 
Maryland 330,712 

Net output on circuits P-7 and P-8 from 
Conestoga 129,774 

Diversion at Safe Harbor to Railroad 6254 
Diversion at Fishing Creek to Railroad 9003 

- 15,257 


Balance delivered to Railroad for Mary¬ 
land 114,517 

Net through “BB Meter” at Perryville 4,264 


118,781 

Peak Transfer energy 2,847 

Total from Safe Harbor to Railroad in 
Maryland 121,628 
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[19227] By Me. Myse: 

Q. Now, Mr. Davis, didn’t you have to make a some¬ 
what similar calculation to arrive at the figure of 121,628 
mwh., which you say is the delivery to Baltimore for the 
railroad in Maryland, and appears on your work sheet? 
A. That is the way I arrived at the 121,628. 

• • * 

[19231] Q. Now, I don’t think you have completed your 
statement as to how you derived the figure of 162,677 mwh. 
We got as far as the figure 121,628 mwh. that we have been 
referring to. 

Does the work sheet entitled “Backfeed and Diverted 
Energy Supplied by Baltimore for Firm and Interchange 
Sales in Pennsylvania” show the derivation of that figure? 
A. Of the 162,000 figure? 

Q. Yes. A. That is correct. I first deducted the 
sum of the delivery over the 220 kv. lines to Baltimore of 
300,340 mwh. 

Q. Well, I think it will save time, Mr. Davis, if we 
mark for identification, if we may, Mr. Examiner, the work 
sheet I have just referred to, as Exhibit 432. 

[19232] Mr. Myse: Mr. Examiner, I am informed that 
the Commission Staff has a negative of Exhibit 432 for 
Identification, and if we can have the Examiner’s per¬ 
mission we should like to use that negative for pur¬ 
poses of making the required additional copies. 

Mb. Hall: We will be glad to furnish it, Mr. 
Examiner. 

Trial Examiner: Yes. 

The document handed the reporter may be marked 
Exhibit 432 for Identification. 

(The document referred to was marked Exhibit 
432 for Identification.) 
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[19233] Q. Mr. Davis, if you will put down on a piece of 
paper for me the net generation at Holtwood which ap¬ 
pears on schedule 575 of the Form 1 report for 1946 filed 
by Penn Water in an amount of 758,801,000 kwh and add 
to it a number of figures, the first one of which is the 
amount shown by Penn Water in Schedule 551 entitled, 
‘ ‘ Purchased Power, ’ ’ appearing at page 552 of the Form 1 
report as the kilowatt hours received from Safe Harbor 
Water Power Corporation in the amount of 583,171,000— 
am I right so far? A. That is the figure reported on 
page 523. 

Mb. Hall : For my own information, Mr. Myse, the 
first figure of 758,801,000, is that net generation of 
Holtwood for 1946 ? 

Mb. Myse: That is correct, is it not, Mr. Davis? 
The Witness: Yes. 

Mb. Hall: Holtwood hydro or Holtwood steam? 

The Witness : Both. 

By Mb. Myse: 

Q. And also add to it the amount of backfeed pur¬ 
chased from Baltimore during the year 1946 as shown on 
schedule 552 of the Form 1 report filed by Penn Water, 
page 524, in the amount of 159,482,000 kwh. Am I right 
so far? A. 159,482,000? 

[19234] Q. Yes, am I right so far? A. That is right. 

Q. And also add to it the amount of other interchange 
purchases also appearing on the same schedule 552 shown 
in column K of that schedule which amounts add up, I 
believe, to 12,760,000 kwh for the year 1946, is that right? 

Tbial Examines : Read that, will you, please ? 

(Question read.) 

Tbial Examines: That is the amount you get by 
adding together the three figures you have given plus 
this interchange energy figure, or is the interchange 
energy figure that 12 million? 
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Me. Myse : No, sir. It is the amount we get as the 
annual interchange purchases from other customers 
other than Consolidated by adding four figures as they 
appear in schedule 552, is not that right ? 

The Witness: That is right. 

By Mb. Myse : 

Q. Is my addition correct? A. 12,760,000? 

Q. That is right. Now, if you add those four figures, 
that is the net generation and the amounts shown in Penn 
Waters report as received from Safe Harbor, and the 
Baltimore backfeed and the other interchange purchases, 
you arrive at a figure of 1,514,214,000 kwh, is not that 
right ? A. That is the arithmetic of it. 

[19235] Q. And if you deduct the losses reported by Penn 
Water in its Form 1 report for 1946 in schedule 575 in the 
amount of 64,763,000 kwh, you will arrive at a balance of 
1,449,478,000 kwh, is that right? 

Tbial Examinee: Your decimal is off, is it not? 
It is not a billion, is it? 

Me. Myse: Yes, I am saying subtract 64 million 
odd from 1,514,000,000— 

The Witness: 1,449,000,000. 

• • • 

[19236] Q. From which, if you subtract the 64,763,000 loss 
as shown by Penn Water, you arrive at a figure of 
1,449,478,000 kwh for the year 1946, right? A. You 
arrive at 1,449,478,000. 

Q. Kwh? A. Yes, sir. 

Q. Now, if you will subtract from that figure of 
1,449,478,000 kwh the firm load requirements of Pennsyl¬ 
vania as found by you in Table V-B of Exhibit 421, line 13, 
column 6 in the amount of 746,286,000 kwh, you will get a 
balance of 703,192,000 kwh. Is not that correct? A. That 
is right. 
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Q. Now, if yon deduct from the 703,192,000 kwh we 
have just referred to, the amount of interchange sales 
shown on schedule 575 of the Form 1 report filed by Penn 
Water in the year 1946 in the amount of 204,424,000 kwh 
you will arrive at a figure of 498,768,000 kwh; is that right? 
A. That is right. 

Q. Now, the 1,514,214,000 kwh which we arrived at by 
adding the first four figures represents, does it not, the 
total energy actually received by Holtwood from all sources 
in the year 1946, is not that right, as shown by the Penn 
Water Form 1 report? A. Those are the figures taken 
out of the Penn Water [19237] Form 1 report. 

Q. Now, Mr. Davis, will you answer my question. My 
question is simply this: Is my statement correct ? A. I 
do not know whether it is or not. 

Q. You are unable to tell me whether it is correct, is 
that right? A. Yes. 

• # • 

[19244] Q. Now, if you will refer to your Table V-B, 
Exhibit 421, column 6, line 13, you show a figure of 
746,286 mwh which is equivalent to 746,286,000 kwh as 
the firm load requirements in Pennsylvania. Now, my ques¬ 
tion is, that amount includes not only the firm supply to the 
three Pennsylvania customers that you show on Table V-A 
of your exhibit, but also an amount of energy supplied to 
the Pennsylvania Railroad; is that not correct? A. 
Right. 

Q. Now, what is the figure for the firm energy re¬ 
quirements of the three Pennsylvania customers alone? 
[19245] A. That is 538,000,000 if I recall. 

Q. Is that shown in Form 1? A. 532,804,000. 

Q. And that is shown in Form 1, Schedule 530, page 
513, is it not? A. Yes, sir. 

Q. Now, how much does that leave, if you will do the 
arithmetic for me, as the amount which you show in the 
figure in column 6, line 13 of Table V-B of Exhibit 422, as 
furnished to the railroad in 1946? A. 213,482,000. 
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Q. Now, is it your testimony that that 213,482,000 was 
furnished to the railroad in Pennsylvania during the year 
1946? A. Yes, sir. 

Q. Where did you get the figure of 213,482,000 kwh? 
A. That is the balance of the output at Safe Harbor that 
we worked out a short time ago after deducting the 121 
million that goes through to the Railroad Service in Mary¬ 
land 


[19247] Q. Now, at line 14, column 6 of your Table V-B, 
Exhibit 421, you show an amount of 191,664,000 which you 
label as the total net interchange sales in Pennsylvania? 
A. That is correct. 

Q. Now, those are net interchange sales and not gross 
sales ? A. That is true. 

Q. The actual gross sales in Pennsylvania of inter¬ 
change energy are an amount derived by adding back 
12,760,000 kwh, is not that right? A. That is right, and 
you get 204,424,000 kwh. 

Q. Now, actually a large proportion of those inter¬ 
change sales are made by the use of energy generated at 
Safe Harbor, right? A. That is probably true. 

Q. Mr. Davis, if you will now refer to column 10, line 
14 of your exhibit, you there show a figure of 65,863,000 
kwh as the amount of net interchange sales in Pennsylvania 
which [19248] you show as coming from what you call 
Baltimore supply; is not that right? A. Baltimore sup¬ 
ply to Holtwood, that is right. 

Q. Now, under the method you have pursued in arriv¬ 
ing at that figure of 65,863,000 kwh, about half of that 
amount roughly comes from what you call diversion from 
Baltimore’s two-thirds of Safe Harbor, is not that right? 
A. It may be, I do not see just how you figured that. 

Q. Well, now, the 322,314,000 kwh appearing in column 
4, line 11 of Table V-B was derived by adding the figures 
appearing in lines 8, 9, and 10, right? A. Yes, sir. 
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Q. And roughly half of that 322,314,000 kwh is what 
you call diversion from Baltimore’s two-thirds of Safe 
Harbor, is that right? A. That is right. 

• # • 

[19249] Q. Well, if instead of adding the three figures in 
lines 8, 9 and 10 to the total of 322,314,000 you had trans¬ 
ferred them over into column 4 and applied a percentage 
to the figure of 162,677,000 kwh which you call diversion 
from Baltimore’s two-thirds of Safe Harbor, you would 
have roughly 17 per cent, would you not? A. Yes, sir. 

Q. And if you followed out your calculations in ex¬ 
actly the same way with the difference of not adding the 
three figures appearing in lines 8, 9 and 10, you would 
find that you would have roughly 17 per cent of the total 
net interchange sales in Pennsylvania coming from the 
diversion from Baltimore’s two-thirds of Safe Harbor 
generation, is not that right? A. That is right. 

Q. And that would be roughly half of the figure of 
[19250] 65,863,000 kwh appearing in column 10, line 14 of 
Table V-B of Exhibit 421, is not that right? A. Yes, 
sir. 

Me. Hall : Mr. Davis, are your last answers predi¬ 
cated upon the assumptions that Mr. Myse has made? 

The Witness : Yes. 

• • # 

[19253] Q. The next question, then, is: How did you derive 
the figure of 213,482,000 kwh as referred to by you on page 
19245? We are unable to check it. A. In the table on 
page 19226 of the transcript, line 11, I have a figure of 
330,712,000 kwh., which is the balance of the 25-cycle out¬ 
put from Conestoga after deducting interchange to Phila¬ 
delphia Electric Company. That should be changed in the 
transcript. 

Q. That is line 9. The word “Pennsylvania” should 
be changed to Philadelphia; is that it ? A. That is right. 
Philadelphia Electric Company at Perryville and Thom- 
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dale. That balance is available for the Railroad Company, 
both in Maryland and in Pennsylvania. 

Then the amount of 121,628,000, which is the balance of 
energy delivered down the P-7 and P-8 circuits to the rail¬ 
road, for service in Maryland, deducted from the 330,712,- 
000 kwh., gives 209,084,000 kwh., which is increased by 
4,398,000 to make the 213,482,000 kwh. 

Q. Where did the 4,398,000 kwh. come from! A. 
That is the peak transfer energy which is deducted from 
the interchange sales to Philadelphia Electric Company 
and added to the railroad bill. 

Q. But you show, in line 19, page 19226, which reads 
‘‘Peak Transmission energy’’, which I understand should 
be [19254] “Peak Transfer Energy,” as 2,847,000 kwh. 
A. Yes. I gave you that erroneously. That is a discrep¬ 
ancy that I could not account for in getting the Railroad 
Company bill as reported by the Holtwood Company. That 
figure of 2,847,000 kwh. is an adjustment figure that I 
cannot account for. 

Q. Well, do I understand, then, that the figure of 
2,847,000 kwh. appearing at line 19 of page 19226 of the 
transcript is not peak transfer energy? A. That is not 
peak transfer energy that I know of. It may be. It is a 
discrepancy between the result of applying the method 
used by the company in computing the railroad bill which 
differs by that amount from the bill as reported in the 
company’s reports, and I don’t know whether it is peak 
transfer energy or what. 

Q. Well, I’m lost, Mr. Davis. I understood you to say 
yesterday that the calculation shown by page 19226 of the 
transcript was the kind of calculation used by you in de¬ 
termining the amount of 121,628,000 kwh. appearing at line 
20 of that page. Was I right in that? A. Surely. 

Q. Well, now, do I understand, then, that you arrived 
at that figure by adding some arbitrary amount to 118,- 
781,000 to make it come out with some figure you say the 
company reported? [19255] A. That is right. 
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[19263] Q. Will yon refer again, Mr. Davis to your Table 
V-B of Exhibit 421? [19264] A. Yes, sir. 

Q. Am I correct in understanding that table to mean, 
referring more particularly to Column 11, that the figure 
of 502,485,000 kwh, shown in line 15 of that column is the 
total amount of energy which you regard as sold to the 
Baltimore Company? A. From Holtwood’s resources; 
that is right. 

Q. When you say from Holtwood’s resources, you are 
using the term “resources” as you defined it yesterday; 
that is correct? A. That is correct. 

Q. And that figure is made up of a delivery to Balti¬ 
more Company at Highlandtown shown in line 6 of an 
amount of 376,684,000 kwh—is that right? A. That is 
right. 

Q. —and, in part, of a delivery—or shall I say a net 
delivery—of interchange energy, to the Pennsylvania cus¬ 
tomers, of an amount of 125,801,000 kwh. Now, which is it: 
net or gross ? A. It is net delivery. It is the proportion 
of the total net of 191,664,000 kwh shown in Column 6. 

Q. Now, as I understand your Exhibit 421, the summa¬ 
tion of those two figures of 502,485,000 kwh, you regarded, 
by the method that you pursued on Table VI, as sold to 
Baltimore Company at 1.3 mills; is that right? [19265] 
A. I believe that is right, yes. 

Q. And that shows in Footnote No. 3 to Column 4 of 
Table VI; is that right? A. That is right. 

Q. And the cost of 1.3 mills that you show there is 
derived on line 27 of Table V; is that right ? A. That is 
right. 

Q. As I also understand your exhibit, the amounts 
shown in Column 12 of Table V-B, in two places, or 
specifically the amount of 256,451,000 kwh, is that portion 
of the firm load requirements of the Pennsylvania custom¬ 
ers which you regarded as having been furnished from 
either Baltimore back feed or diversion from Baltimore’s 
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two-thirds of Safe Harbor generation? A. Yes, that is 
right. That is what that figure represents. 

Q. That means, does it not, that approximately half 
of the amount of 256,451,000 kwh was regarded by you as 
a firm power supply in Pennsylvania, coming from diver¬ 
sion from Baltimore’s two-thirds of Safe Harbor output; 
is that right ? A. That would be what would show if you 
prorated it separately on the items of backfeed and diver¬ 
sion. 

Q. Yes. 

Trial Examiner : What do you mean by that ? 

[19266] The Witness: I have taken back feed and diver¬ 
sion of 322,314,000 kwh and developed the percent of the 
total supply at Holtwood at 34 percent, and the firm, the 
balance of it, as 65 percent. The 256,451,000 kwh is then 
prorated from that total. Mr. Myse says then that if I 
had prorated it separately from the back feed and from the 
diversion, each of which is approximately half of this 322 
million, I would have gotten half of this 256,451,000 kwh as 
derived from diversion at Safe Harbor from Baltimore’s 
two-thirds share. 

Trial Examiner : I see. 

By Mr. Myse : 

Q. In your Table VI, Mr. Davis, of Exhibit 421, you 
have, in effect, have you not, credited Baltimore Company 
with that amount of 256,451,000 kwh at a rate of 4.7 mills; 
is that right? A. That is correct. 

Q. So that means, does it not, you regard that amount 
of energy at that rate as having been bought from Balti¬ 
more Company? A. In allocating the costs I have 
regarded that amount as having been supplied by Balti¬ 
more Company to Holtwood, for which there are no costs 
in the figures that I have allocated—that is taken from 
Holtwood’s reported costs. These costs, then, of this 
energy at 4.7 mills [19267] have been added to the costs 
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reported by Holtwood, and prorated over the energy sup¬ 
plied to the Pennsylvania customers. 

Q. Is that 4.7 mills, in your view, supposed to repre¬ 
sent the cost to Baltimore ? A. Baltimore’s average pro¬ 
duction cost. 

Q. Well, actually, half of that 256,451,000 kwh, which 
you regarded as supplied from the diversion from Balti¬ 
more’s two-thirds of Safe Harbor’s output, does not cost 
anywhere near 4.7 mills at Safe Harbor, does it, in your 
view? A. At Safe Harbor, no. I don’t consider that cost 
at Safe Harbor. 

Q. Do you know what the cost of that energy was, 
which you regarded as having been diverted from Balti¬ 
more’s two-thirds of Safe Harbor output? And when I 
refer to cost, I mean cost to Safe Harbor. A. No, I 
wasn’t interested in that figure. 

Q. You just don’t have any idea at all of what the cost 
would be in terms of kwh? A. I didn’t try to find out, 
no. 

Q. Do you know whether it would be less or more than 
4.7 mills? A. Oh, certainly, it would be less. 

Q. Much less? 

Mb. Goldberg: For my own edification, are you 
referring [19268] to the assumption of what the energy 
would cost at Safe Harbor if generated by Safe Har¬ 
bor; is that it? 

Mb. Myse: Yes. 

• • • 

A. I don’t know how much less, but I imagine it 
wouldn’t have been so very far away from the average 
cost of 502 million kwh, although I don’t know exactly what 
it would have been. 

Mb. Myse: In other words, you think it would be 
somewhere near the 1.3 mills you found on Table V; 
is that right? 

The Witness : It would be nearer that than 4.7. 
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By Me. Myse : 

Q. You can figure it very easily from Table V, can 
you not ? Will you turn to Table V ? A. I have it. 

[19269] Q. Let’s look at Table V, line 20. You there show 
what you assume as the cost of power to Holtwood from 
Safe Harbor, do you not, in Column 1 ? A. That is right. 

Q. In an amount of $1,007,185; isn’t that right? 
A. That is right. 

Q. Now, if you followed the same procedure that you 
followed on Table V, you would allocate 74.85 per cent of 
that amount to capacity, and the balance to energy, would 
you not? A. Yes. 

Q. How much would those two capacities and energy 
components of cost be, if you did that? A. It would be 
somewhere around— 

Q. Will you figure it on the slide rule, please? A. 
Somewhere around $750,000. 

Q. I get $754,000. Does that check with you as a capac¬ 
ity cost? A. That is about right, yes. 

Q. Is that right? A. That is right. 

Q. That means that the energy costs allocated as you 
have allocated them on Table V for Safe Harbor alone 
would be approximately $253,000; isn’t that right? A. 
That would be the balance of the total; that is [19270] 
right. 

Q. Now, if you divide that amount of $253,000 by the 
amount which you show as Holtwood receipts from Safe 
Harbor in line 2, Column 3 of Table V-B of your Exhibit 
421, in the amount of 292,323,000 kwh, what rate do you get ? 
And I get a rate of .865 mills. Will you check that for me 
please? A. That is probably about right. 

Q. That means that the cost of Safe Harbor energy on 
that basis is approximately .865 mills per kwh; isn’t that 
right? A. That is 25 percent of the cost. 

Q. Well, so far as energy cost is concerned, that is the 
energy cost of Safe Harbor energy; isn’t that right? A. 
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That is the component that I have allocated on an energy 
basis. 

Q. And that is the comparable figure to the 1.3 mills 
yon show in Table V-A, is it not? A. That is right. 

* * * 

[19276] Trial Examiner : Well, I want to know what it is. 

The Witness : The costs of that energy at Safe Harbor 
have nothing to do with the way I have allocated those 
costs, and the way I have credited the cost of that energy 
to Baltimore at Baltimore’s average steam production cost. 

Trial Examiner: Why did you credit it to Balti¬ 
more at its average steam production cost? 

The Witness: Because that energy at Safe Harbor is 
paid for in full by Baltimore Company, and, according to 
contract, Baltimore is entitled to have it delivered to Balti¬ 
more at whatever the cost is and whenever it allows it to 
be diverted for any other purpose it has to generate steam 
energy in Baltimore to replace it. 

By Mr. Myse: 

Q. Does it always have to generate steam energy in 
Baltimore at times that the energy from Safe Harbor is 
diverted, as you say? A. Any energy that it might re¬ 
ceive from Safe Harbor and does not receive has to be 
replaced in Baltimore by steam generated energy. 

Q. Are there any times when Baltimore diversion is 
transmitted to Pennsylvania customers as you view it, 
when Baltimore Company cannot use that same amount of 
that diversion during the same hour? 

• * • 

[19277] A. I think there are some times during good water 
periods and low load periods when Baltimore feeb that it 
cannot reduce its steam generation to the point of taking 
all of that. 
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By Me. Myse: 

Q. So that means, does it not, that the amount which 
is diverted during those times does not cause Baltimore 
to generate any additional energy; is that right? A. 
That is true, to that extent. 

Q. Did you make any investigation to determine the 
number of hours during 1946 when that does happen? A. 
Well, the amount of energy is reported in several of these 
exhibits. I didn’t look to see in how many hours it hap¬ 
pened. 

Q. Where did you get the rate of 4.7 mills which you 
used in Table VI? A. That is from the reported costs of 
production of Baltimore Company. 

Trial Examinee: Is that from the Form 1 report? 

The Witness : That comes from the Form 1 report, yes. 

Trial Examinee: That wouldn’t be the pool report, 

would it? 

The Witness: No, Baltimore Company’s Form 1 re¬ 
port. 

[19278] By Me. Myse: 

Q. Do you have Baltimore Company’s Form 1 report 
before you, so you can show me just exactly where that 
figure came from? A. It is the average of three stations 
in Baltimore. I thought I had the figures added up so I 
could give it to you immediately, but it is the average cost 
reported from the Westport, Gould Street, and Riverside 
plants, divided by the net generation as reported—the 4.7 
mills can be derived by adding the figures from those three 
plants and— 

Q. Well, have you any calculation showing how you 
derived the figure of 4.7 mills ? A. I thought I had those 
figures added up here. 

Do you still want me to figure it? 

Q. I would like to know where the figure came from, 
and if you have any calculations, I would like to see them. 
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A. The figure came from the Consolidated’s Form 1 report 
for 1946, Schedule 579, Consolidated Gas Electric Light and 
Power Company’s report for 1946, line 34, shows total pro¬ 
duction expenses for four plants. Three of them are the 
main generating stations. The other one is used more for 
steam heating than for generation, and it was omitted. The 
sum of the operating expenses reported on line 34 is 
$9,202,392. 

[19279] On line 12 is shown the net generation, the sum of 
which for the three plants is 1,950,252,000 kwh. Dividing 
the dollars by the kilowatt hours results in approximately 
4.7 mills per kilowatt hour. 

Q. Do I understand, then, that you took the figures 
from this Consolidated Gas and Electric Company Form 1 
report for 1946, and you didn’t make any calculation simi¬ 
lar to the one you made now, or you did? A. Yes, this 
calculation was made. 

Q. Well, did you have it in the form of a working sheet 
at all? A. No. I didn’t save anything like that. I had a 
statement that it was 4.7 mills. 

Q. Did you make any investigation of the figures 
appearing in lines 22 to 33, inclusive, of Schedule 579 to 
determine whether or not any of them were proper ex¬ 
penses applicable to the steam plants of Consolidated Gas 
Electric Light and Power Company? A. I observed 
what those items were, and figured the average production 
cost on the basis of the totals. 

Q. Well, answer my question, will you, please? A. 
Yes, I did. 

Q. You did make an investigation of each and every 
item of costs shown in those lines that I have referred to 
to determine whether or not they were proper; is that 
[19280] your testimony? A. You mean to go back of 
this report and find the components of them? 

Q. To determine whether each and every figure ap¬ 
pearing in the report was a proper figure or not. Did you 
do that? 
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Mb. Goldbebg: Each and every figure appearing 
in the report involved in the matter you are refer¬ 
ring to ? 

Mb. Myse: In the lines I have referred to, yes. 

A. That is the total of all of the items of production 
expense? You mean did I go back in to the Company’s 
books and see what items were charged into those various 
amounts ? 


By Mb. Myse : 

Q. That is right. A. I did not. 

Q. Did anyone under your direction do that? A. I 
didn’t ask anybody to. 

Q. So far as you know, you just took the figures from 
the report; is that right? A. That is right. 

Q. You do know that Consolidated Gas Electric Light 
and Power Company has other business other than its 
electric business, do you not? 


[19281] Mb. Goldbebg: I object to that as entirely 
immaterial and irrelevant, unless counsel can show 
what he is attempting to prove here through sugges¬ 
tion, which is not a proper way. 


Mb. Myse: I am cross-examining on the figure of 
4.7 mills. 


Mb. Goldbebg: He has answered he didn’t go 
behind those figures. He accepted them. They are 
furnished under oath. 


• • • 


Tbial Examines : If counsel knows what that busi¬ 
ness is he should put it in the form of a question. This 
is taking too much time. 

Mb. Myse: Do I understand the objection is sus¬ 
tained? 

Tbial Examines : It is in part. I am. making a sug¬ 
gestion whereby you can put a proper question—which 
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the Examiner would deem a proper question—to the 
witness. 

Mb. Myse: I would like to know, Mr. Examiner, 
what the ruling is. 

Tbial Examines: You are not going to pin the 
Examiner down like you are doing the witness. 

Mb. Myse: In order that it may be clear—this is 
very important to our case—I would like to repeat the 
question, Mr. Davis. Do you know whether or not 
Consolidated Gas Electric Light and Power Company 
of Baltimore does in fact conduct other business other 
than its electric business? 

[19282] Mb. Goldbebg: I object, unless counsel speci¬ 
fies what other business. 

Tbial Examines: Objection sustained. 

By Mb. Myse : 

Q. Do you know whether or not Consolidated Gas 
Electric Light and Power Company of Baltimore conducts 
a gas distribution business? 

Mb. Goldbebg: I object, Mr. Examiner, unless a 
foundation is shown that such business would be re¬ 
ported in FPC Form 1, in connection with electric 
operating expenses and revenues. 

Tbial Examines: Objection sustained. 

By Mb. Myse : 

Q. Do you know how the electric operating expenses 
shown in Schedule 579 of the Consolidated Gas Electric 
Light and Power Company Form 1 report for 1946 were 
derived ? 

Mb. Goldbebg: I object to that. The witness has 
testified that he accepted the figures and did not go 
behind them. 


The Witness: Did you say “revenues”? 
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Mb. Mtsb: No. Expenses. If I said revenues it 
should be corrected. 

Mb. Goldberg: I object to the question anyway. 

tit 

Trial Examiner : This is the point I have in mind. 
I have [19283] observed, in the cross-examination of 
this witness, as I have in the cross-examination of 
other witnesses by other counsel, that too often there 
is a tendency to subject the witness to a type of ques¬ 
tioning which, to use a military expression, resembles 
a creeping barrage or a box barrage. And I am 
opposed to it because of the time that has been con¬ 
sumed by that kind of thing in this hearing. I think 
that partly explains why this hearing has gone on and 
on through cross-examination for day after day. 

Now, if counsel knows of anything that exists that 
invalidates the use of this Schedule 579, as he knows 
the witness has used it, let him put a direct question 
to the witness. 

Mb. Myse: Do I understand, Mr. Examiner, that 
the objection to my last question is sustained? 

Trial Examiner : Yes. 

Mr. Myse: In reply to the Examiner’s statement I 
would like to say this: That of the total number of 
days of cross-examination, approximately some one 
hundred days were consumed by cross-examination by 
Staff counsel. 

By Mr. Myse : 

Q. Now, Mr. Davis, do you know whether or not any of 
the expenses shown in lines 22 to 33, inclusive, of Schedule 
579 of the Form 1 report to the Federal Power Commis¬ 
sion for the year 1946 by Consolidated Gas Electric Light 
and Power [19284] Company of Baltimore were derived 
by allocation of joint expenses between the gas business of 
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that Company and its electric business? A. That does 
frequently happen in accounting for two classes of business. 
I accepted the figures here, which are reported as electric 
costs, as such, and, if any allocations were made, I have 
assumed that the proper proportion was allocated to elec¬ 
tric costs. 

Q. You did not determine whether or not the allocation 
was correct, did you? 

Mb. Goldbebg: I object. The witness has testified 
to what he has done. 

Trial Examines: Objection sustained. 

Mb. Myse : Mr. Examiner, I would like to point out 
that we are now being deprived of a very, very essen¬ 
tial portion of our right of cross-examination upon the 
specific figure of 4.7 mills per kwh. used by this wit¬ 
ness in arriving at the results in Exhibit 421, and, as 
shown by the testimony at this point, derived from a 
report by Consolidated Gas Electric Light and Power 
Company of Baltimore without further examination 
on his part. And we therefore make the point that we 
are being deprived of that right in violation of our 
rights under the Constitution of the United States. 

Mb. Goldbebg : May I be heard, momentarily, Mr. 
Examiner? 

Trial Examines : Just a minute. I wish to point 
out [19285] this: You have three answers from this 
witness which are completely negative, as the Exam¬ 
iner sees it, in so far as any assignment of error as 
you have just made is concerned. 

First, the witness testified that he took the table 
as he found it; second, that he made no investigation 
as to the computation of the data as it appears in the 
table, and, third, that there might be assignment of 
expenses as between different types of business. 

And I have ruled the questions out on the grounds 
that the matter has been covered. 
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Mr. Goldberg: Mr. Examiner, in connection with 
counsel’s statement of deprivation of due process, I 
have been sitting here all morning wondering why all 
this cross-examination about the 4.7 mills when in 
Exhibit 369 Mr. Spaulding himself shows, for 1946, 
under the heading “Baltimore Company Average 
Monthly Production Cost Plus 10 %, ” 5.10 mills per 
kwh. 

Now, if you deduct the 10% from that there is no 
substantial difference between the 4.7 and the figure 
we would get after deducting 10% from 5.10. I just 
haven’t been able to understand it. 

Mr. Myse : All I can say to that is that there is no 
substantial similarity between the figures to which the 
mill rates were applied either between the two exhibits. 

Mr. Goldberg: Look at the description by Mr. 
Spaulding. 

[19286] Trial Examiner: All right; proceed. 

That mill rate in Exhibit 369 works out to 4.63, does it 

not? 

Mr. Goldberg : Something like that. 

• • • 

[19294] Q. Well, is it your testimony that that supply of 
interchange energy to the Pennsylvania customers benefits 
Baltimore? A. That, in effect, is Baltimore selling 
energy in Pennsylvania. It pays all the costs of it, it gets 
all the revenue from it. 

Q. And that is in conformity with the testimony you 
gave once before on cross examination in connection with 
Exhibit 64; is that right? A. I think I said that same 
thing, yes. 

Q. That means, does it not, that the greater the amount 
of interchange energy supplied to the Pennsylvania cus¬ 
tomers, the greater will be the back feed and diversion of 
Baltimore’s two-thirds from Safe Harbor, as shown in line 
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11, column 4 of yonr Table V-B, Exhibit 421; isn’t that cor¬ 
rect? A- If all other conditions remain the same and 
the interchange is increased, that would require more back 
feed or diversion. 

Q. And that wonld increase the percentage figure 
shown [19295] in yonr column 5, line 12, as 34.4 per cent, 
under those conditions; isn’t that correct? A. With all 
other conditions remaining the same, and an increase in 
back feed and diversion, that percentage would increase. 
[19296] Q. Well, to put it another way, the greater the 
amount of interchange supplied to the Pennsylvania cus¬ 
tomers, with the firm loads of those Pennsylvania cus¬ 
tomers remaining the same, the greater the percentage of 
available supply for firm and interchange sales in Penn¬ 
sylvania, as shown in your columns 4 and 5, line 12, Table 
V-B of Exhibit 421. Isn’t that correct? A. That would 
be correct if the generation at Holtwood and Safe Harbor 
remained the same and the load remained the same. 

Q. Assuming all other conditions the same but inter¬ 
change supply to Pennsylvania customers increased, it 
would have that effect, would it not ? A. That is correct. 

Q. And, as a result of that, if you therefore increased 
the amount of interchange supplied to the Pennsylvania 
customers, and all other conditions, as you show them on 
your Table V-B of Exhibit 421, remained the same, you 
would come out with, if you pursue your method of cost 
allocation as shown on Table VI, a higher weighted average 
cost of firm energy to Holtwood, as shown in your foot¬ 
note 1 of Table VI. Is that correct? A. The amount of 
energy supplied from Baltimore would be increased and the 
additional charge at steam production cost would be in¬ 
creased, and the weighted average would [19297] therefore 
increase, that is correct. 

Q. By a mere change or increase in the amount of in¬ 
terchange energy sold to the Pennsylvania customers; isn’t 
that right? 
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Mb. Goldberg : All other things remaining equal. 
Mb. Myse : Yes. 

The Witness : That is correct. 

• • i 

[19301] Q. Well, then, you are testifying that that rate of 
4.7 mills represents, to you, the average cost of backfeed? 
Is that your testimony? A. I have so used it. 

Q. Well, do you know whether it is the average cost of 
[19302] backfeed? A. Now you are asking me again if 
I have analyzed Baltimore’s books to find out all the items 
in there. 

Q. No, sir. A. I have not. 

Q. Well, did you analyze any of the costs of Baltimore 
Company to determine whether or not the costs of just the 
backfeed energy supplied by Baltimore to Holtwood were 
any different from the average costs of production of 
energy? 

• • • 

[19303] A, I have made no distinction. I applied the aver¬ 
age cost to both back feed and diversion. 

By Mb. Myse : 

Q. All right. Now, the average cost of production of 
energy at the three plants which you referred to from the 

Consolidated Form 1 report does vary widely, doesn’t it? 

• • • 

[19304] The Witness: There is some variation in the aver¬ 
age cost of one plant and another. 

By Mb. Myse: 

Q. And, as a matter of fact, the average production 
cost for the year 1946 for the Riverside plant was only 3.57 
mills; isn’t that correct? A. I don’t have that in mind 
at the moment. 

Q. Well, you can check it very quickly, can’t you, from 
the same Consolidated Form 1 report? A. 3.57 mills. 
Q. And, as a matter of fact, the average cost of energy 
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which Consolidated Gas Electric Light and Power Com¬ 
pany received from Pepco in the year 1946 is only 3.68 
mills; isn’t that right? A. I don’t know. 

• • • 

[19305] Q. Mr. Davis, don’t yon know, as a matter of fact, 
that a large proportion of the back feed energy furnished 
by Baltimore to Holtwood is generated and comes from the 
Riverside plant? 

Mb. Goldberg: I object to that, Mr. Examiner, as 
vague and indefinite. ‘‘Large proportion” is a relative 
term and there is no foundation laid as to what he 
means. 

Trial Examiner: Objection overruled. 

A- I don’t know what proportion comes from the 
Riverside plant. 

By Mb. Myse : 

[19306] Q. I take it you made no study, then; is that right? 
A. That is right. 

Q. You blow that some comes from the Riverside 
plant? A. I assume that some comes from each of the 
plants. 

Q. Do you know that a substantial proportion of the 
back feed energy furnished by Baltimore Company to Holt- 
wood originates on the system of Pepco, and is purchased 
originally by Baltimore Company from Pepco at some mill 
rate which we will furnish later in the record? A. I 
knew that some back feed came from Washington. I didn’t 
know how much. 

• • • 

Q. Mr. Davis, Table VI, Exhibit 421, Footnote (2). You 
show there a rate of $12 per kw, which you applied to the 
negative capacity supplied from Holtwood to Baltimore 
Company in arriving at a figure of $38,400, which you used 
in Column 6, Line 5, of your Table VI. My question is: 
where did you get the rate of $12? [19307] A. I used $12 
as a conservative amount that would be considered reason- 
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able as a cost to the Pennsylvania customers, believing that 
it was not the full capacity cost. 

• • • 

Q. You say cost to the Pennsylvania customers? A. 
As an amount to be included in the cost of serving the 
Pennsylvania customers. 

Q. Well, is that $12 per kw related in any way to costs 
of Baltimore Company? A It is not definitely related 
—that is, mathematically—but, as I said, not attempting to 
charge what would be full capacity costs from Baltimore 
supply, but a reasonable addition to the cost of serving the 
Pennsylvania customers. 

Q. Well, what factors did you consider in coming to 
the conclusion that $12 was that reasonable cost? A. I 
didn’t consider any mathematical quantities. 

Q. I am not asking you that. I haven’t confined my 
question to mathematical quantities. I asked you generally 
what factors you considered. A. Just a general judg¬ 
ment of reasonableness, as a cost to be included in that of 
serving the Pennsylvania [19308] customers. 

Q. Well, didn’t you have anything in mind as a crite¬ 
rion of what is the measure of reasonableness? A. 
Knowing that steam generating costs are usually more than 
that, and knowing that the capacity or demand charges in 
contracts for sale of that power are considerably above that 
figure, I just put that in as a judgment figure to be very 
conservative and reasonable in adding to the Pennsylvania 
service cost. 

Q. What studies of capacity charges and steam capa¬ 
city cost did you make in order to arrive at that judgment 
figure? A. I just had in mind the demand charges that 
are made in contracts in this area. 

Q. What contracts? A. Oh, a number of them. 

Q. Well, can’t you be specific? A Well, you can 
take Holtwood’s contracts with the Pennsylvania cus¬ 
tomers. 
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Q. What is the demand charge made by Baltimore to 
Pepco? A. I don’t know. 

Q. Didn’t yon consider that at all in arriving at yonr 
reasonable figure of $12? A. No, I didn’t consider any 
definite quantities. 

[19309] Q. Nothing definite at all? A. Just being sure 

that I got below actual cost. 

• • # 

[19312] Q. Where does the figure of $141,777 come from 
which you show as an adjustment of revenue received for 
special facilities from the Penn Railroad in accordance with 
the allocation of costs of special facilities? A. That is 
the amount of special facility cost collected by Holtwood 
on the energy ratio, which is in excess of the special facil¬ 
ity costs that I have allocated to the railroad in Pennsyl¬ 
vania. 

Q. How much special facility cost have you allocated? 
Is that shown on Table VI of Exhibit 421, line 4, column 5, 
as $94,038; is that what you mean by the special facility 
costs allocated to the railroad? 

Trial Examinee : What table is this ? 

Mb. Myse: Table VT. 

By Me. Myse : 

Q. Mr. Davis, I haven’t asked you what you did. My 
question is: is the $94,038 the special facility cost you have 
just referred to in the testimony? A. That is the amount 
allocated to the railroad in Pennsylvania. 

Q. Well, I show you a work sheet which is headed 
‘‘Holtwood Cost and Revenue Collected for Special Rail¬ 
road [19313] Facilities.” Is that the work sheet that you 
furnished Respondents showing the derivation of the figure 
of $141,777 appearing on Table VT-A of Exhibit 421 ? A. 
That is right. 

Mb. Myse: May we have the work sheet just de¬ 
scribed marked for identification as Exhibit No. 433 
for identification? 
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Trial Examines: The document handed the re¬ 
porter will be marked as requested. 

(Document marked Exhibit 433 for Identification.) 
By Mb. Myse : 

Q. Is it correct to say, Mr. Davis, that the first column 
of Exhibit 433 for identification shows the special facility 
charges to the railroad? A. That is as I understand it. 

Q. Well, are those the charges that are provided for 
in the contract known as Exhibit 10 in this record? A. 
I believe so. 

Q. Can’t you be a little more positive? A. I think 
they are. 

Q. And that is where you obtained the figures; isn’t 
that right? A. Yes. 

Q. The next column is headed “Collected by Holt- 
wood.” How did you arrive at those figures? [19314] A. 
Holtwood collects that portion of those costs represented 
by the proportion of the energy delivered to the railroad in 
Pennsylvania. 

Q. How did you arrive at that ratio? A. The ratio 
of the total energy furnished to the railroad to the portion 
furnished in Pennsylvania. 

Q. Do I understand you to mean that it is the ratio 
of energy furnished to the railroad in Pennsylvania to the 
total energy furnished to the Railroad? A. Well, yes, 
that is putting it properly. 

Q. That would be the ratio of the figure—what figures 
did you use, can you tell me that? A. It is approxi¬ 
mately 48 per cent, 47 and a fraction per cent, I believe. I 
used the figures that are shown in—I have forgotten the 
name of the exhibit. The tabulation of the Railroad Com¬ 
pany’s billing. 

Mb. Goldbebg : Exhibit 423: is that the one you are 

referring to? 

The Witness: Yes. 
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By Mb. Myse: 

Q. Let’8 be more specific as to which figures you used. 
A. The ratio of 451,843,000 kwh to 213,482,000 kwh. 

Q. You mean just the reverse, do you not, the ratio of 
213,000,000-some odd kwh to the figure of 451 some odd 
[19315] million kwh? A. Yes; that would be roughly 48 
per cent, if I recall rightly. 

Q. And those figures appear on one of the sheets in 
Exhibit 423, which is headed “Monthly charges to Penn¬ 
sylvania Railroad Company;” isn’t that correct? A. 
That is correct. 

Q. In the third column of Exhibit 433 you show that 
none of the cost of the Benning frequency changer and the 
110 kv line credit is allocated to the Pennsylvania Railroad 
in Pennsylvania; is that right? A. Yes. S' 

Q. On the next line, as I understand your Exhibit 433, 
you allocate $36,973 to the railroad in Pennsylvania, on 
account of the Safe Harbor facilities used for the railroad; 
is that right? A. Yes. 

Q. How did you arrive at that allocation? A. That 
is allocated on the basis of the ratios which are developed 
for the Conestoga Substation, and the Safe Harbor facil¬ 
ities, which is in one of my working papers. 

Q. Well, as I understand that, you show that you find, 
in one of those working papers, 53 per cent of the use of the 
Conestoga Substation is for use of the railroad in Penn¬ 
sylvania; isn’t that right? [19316] A. Yes. 

Q. Did you apply that 53 per cent to the total charges 
of $211,271 shown in the first column of Exhibit 433 ? A. 
Apparently not 

Q. Did you intend to? A. No, that is cost incurred 
by Safe Harbor, for which Holtwood paid only one-third. 

Q. Well, actually the cost incurred by Safe Harbor to 
serve the railroad is incurred regardless of what Holtwood 
pays; isn’t that right? 

i i • 


A. That is right. 
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By Me. Mtse : 

Q. How did you arrive at the $36,973 shown in the 
third col umn of Exhibit 433, opposite Safe Harbor facilities 
for the railroad? A. That is supposed to be 53 per cent 
of one-third of the $211,271. 

Q. Well, is it? A. It seems to be a dollar or two off. 

Q. Well, assume it is what it is supposed to be: why do 
you take only one-third of $211,000 and apply 53 per cent 
to it? A. Because that is all the cost that Holtwood 
incurs. 

[19317] Q. You mean Holtwood only incurs one-third of 
$211,271 as cost? Is that your testimony? A. That is 
right. 

Q. Well, actually, that $211,271 isn’t a cost at all: it is 
just a charge specified in Exhibit 10, the contract, isn’t that 
right ? A. That is a charge to the railroad company. 

Q. So it isn’t a cost; it is a charge specified in the con¬ 
tract; isn’t that right? A. That is right. 

Q. Have you determined whether or not the charges in 
the contract are related to costs ? A. They are related to 
costs, yes. They are a fixed percentage of investment. They 
are not the same costs that were included in the bill of Safe 
Harbor to Holtwood. 

Q. Well, do you think they are reasonable costs? I will 
withdraw that. 

Do you think the charges specified in the contract 
represent reasonable costs? A. Well, I had no particu¬ 
lar reason for judging whether they were or not. I was 
taking them as they were reported. 

Q. Then, I understand your testimony to be that you 
do not know whether or not the charges specified in the 
contract, as listed in column one of Exhibit 433, [19318] 
actually represent reasonable cost? A. I don’t know 
what you mean by “reasonable”. I didn’t attempt to de¬ 
cide whether they were reasonable or not. 

Q. Then, actually, your third column in Exhibit 433, 
which is headed “Cost Allocated to the Railroad in Penn- 
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sylvania, ’ ’ should read ‘ 1 The Charges Specified in the Rail¬ 
road Contract Known as Exhibit 10, allocated to the rail¬ 
road in Pennsylvania;” isn’t that a more correct state¬ 
ment? A. That would be all right, yes. 

Q. And, as a result of that, your fourth column which 
is headed “Excess Collected over Cost Allocated to Penn¬ 
sylvania,” should read “Excess Collected over the Charges 
Specified in the Railroad Contract, Allocated to Pennsyl¬ 
vania”? A. Well, I called those costs. 

Q. Well, isn’t my statement correct, Mr. Witness? 

# * * 

A. This particular item, which is different from any 
of the others, is a cost allocated from the charge made by 
Safe Harbor. 

Me. Myse : Mr. Examiner, I haven’t called for that. 

Me. Goldbebg : Let the witness finish, please. 
[19319] Teial Examinee: No. Just a minute. Start off 
answering that question as directly as you can. Then, 
if you have to add anything to it, you may do so. It 
is impossible to evaluate the witness’ answer as his 
answer now starts off. 

The Witness: May I have the pending question? 

Teial Examinee: Yes. 

(Question read.) 

i Mb. Goldbebg: That has been answered directly, 
Mr. Examiner. He has answered directly what that 
means there. 

Teial Examinee : He may answer. 

A. The items which I have taken as charges to the rail¬ 
road, which are the Benning frequency changer and the 
Safe Harbor facilities, which are not in Holtwood costs, 
could be titled as you stated. The other two items are 
costs of Holtwood and the title that I have here would be 
more correct for them. 
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By Me. Myse: 

Q. Are yon saying that the amount of $36,973 appear¬ 
ing in Column 3 is a cost of Holtwood, and is not merely an 
allocated portion of the charges specified in Exhibit 10, the 
railroad contract? 

Mb. Goldbekg: Mr. Examiner, I object to that un¬ 
less there is a contention being made here that charges 
do not represent costs. 

[19320] Me. Myse: Well, certainly there is. 

Ms. Goldbebg: If anybody charges me anything 
and I pay for it, it is a cost, and counsel knows it. 

Teial Examinee: All right. Just a minute. 

Me. Myse: I still don’t think I got an answer to 
my question. 

Teial Examinee: Just a min ute. Isn’t that the 
same question that you asked once before? 

Me. Myse: Only because, in attempting to argue 
with me, by his answer to the question, the witness 
hasn’t answered the question. If the Examiner prefers 
I think he can have my question read back. It is a very 
simple question and can be answered yes or no. The 
question was: was my statement correct with respect to 
the heading in column 4. 

Teial Examinee: Well, you check the transcript 
over the evening, because we have been over that 
$36,000 item. 

Me. Myse : I take exception to that, Mr. Examiner. 
I think it is clear he has not answered my question. 

Teial Examinee: I don’t think it is clear, and if, on 
reviewing the transcript, it develops he hasn’t an¬ 
swered it, then, we will consider the question further. 

By Me. Myse: 

Q. Mr. Davis, is the figure of $49,074 in column 3 of 
Exhibit 433, a cost to Holtwood Company? [19321] A. That 
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is the portion of Holtwood’s cost for the Conestoga Sub¬ 
station allocated to the railroad. 

• # • 

Q. How did you compute it? A. The computation 
of the amount allocated to the railroad is based on the ratio 
developed in the working paper which was supplied. 

Q. Is that the 53 per cent you referred to before? 
A. Yes. 

Q. So you applied the 53 per cent to the figure of 
$93,474 in column 1, which is headed “Charges to the rail¬ 
road ;” isn’t that right? A. That is right. 

Q. So that what it is is a figure representing 53 per 
cent of a charge specified in Exhibit 10; isn’t that right? 
A. That is right. 

Q. Does that represent a cost to Holtwood? A. Yes, 
that is a portion of Holtwood’s cost. 

Q. How did you get the figure of $10,989 appearing 
in column 3 of Exhibit 433, opposite the designation 
“Perryville line”? [19322] A. That is developed in the 
same way, using the ratio of the Perryville line, which is— 

Q. Is that the 9 per cent figure which you developed? 
A. 9 per cent for service to the railroad in Pennsylvania. 

Q. So you applied 9 per cent to $122,100 appearing in 
column 1 of Exhibit 433? A. That is right. 

Q. And that figure is also a charge specified in the con¬ 
tract, so that the figure of $10,989 represents 9 per cent of 
the contract charge; is that right? A. That is right. 

Q. And you consider that a cost to Holtwood? A. 
Surely, it is a part of Holtwood’s costs that are charged 
to the railroad. 

Q. How did you arrive at the figure of $6,654 appear¬ 
ing in the third column of Exhibit 433, opposite the designa¬ 
tion “Switch for railroad transformer”? A. That per¬ 
centage is developed also in working papers supplied for 
the switching positions and switches, I believe, supplied for 
the railroad company transformers at Conestoga. 
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Q. Is it on the working paper I show you headed‘ ‘ Con¬ 
estoga Substation” and “Safe Harbor Single Phase Equip¬ 
ment”? [19323] A. No, it is not on that sheet. 

Q. What other working sheet is there relating to that? 
A. I find the work sheet in my notes here, but it hasn’t 
been discovered in the photostatic copies as yet. 

Q. Well, will you supply us with a copy of that work¬ 
ing sheet? A. Certainly. 

Q. What does the work sheet show, in the interim, as 
to how you arrived at the figure of $6,654 appearing in the 
third column of Exhibit 433? A. It starts with the total 
output of Conestoga Substation of 406 million kwh, deduct¬ 
ing first the delivery over circuits P-7 and P-8. 

Q. Of how much? A. 130,862,000 and then the net 
to Perryville, over Circuits P-5 and P-6 of 35,060,000, leav¬ 
ing a balance which had to go over Circuits P-2, P-3 and 
P-4, and out of the amount of that balance, which is 240,- 
599,000, 45,013,000 went to Philadelphia Electric through 
Thomdale, leaving a balance of 195,586,000 as the use 
handled by these switching facilities, or 81.3 per cent of the 
total energy flowing over Circuits P-2, P-3, and P-4. 

Q. Then, as I understand it, you applied the figure of 
81.3 per cent, which you derived in the manner you have 
just described, to the figure of $8,184 appearing in column 1 
[19324] of Exhibit 433, to get the $6,654; is that right? 
A. That is correct. 

Q. Likewise, the figure of $8,184 is a contract charge; 
isn’t that correct ? A. That is correct. 

Q. Do you consider that a cost to Holtwood? A. 
Yes, that is a part of Holtwood’s cost. 

Trial Examiner: What was the contract charge? 

Mr. Myse: $8,184. 

By Mr. Myse : 

Q. That means, Mr. Davis, that your total of $103,690 
is what you consider as the cost to Holtwood allocated to 
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the railroad in Pennsylvania; is that right? A. That is 
the way it is allocated, yes. 

i Trial Examiner: What makes up the $103,000 
figure? 

The Witness : These four figures. 

Trial Examiner: $6,654, $10,089, $49,074, and 
$36,963? 

The Witness : Yes. 

• # • 

[19339] Q. Referring to Table III of Exhibit 422, the fact 
is that the figures appearing in line 1 as hydro production 
costs, exclusive of purchased power, are comparable to the 
figures appearing in Table III of Exhibit 421, line 1, and do 
not include all of the hydro production costs. Isn’t that 

right? A. That is exactly the same situation. 

• # * 

Q. That was that unfortunate situation. [19340] 
A. Unfortunate, indeed; yes. 

Q. And to that extent Table HI, line one of Exhibit 422, 
differs in your method which you used in arriving at the 
fibres on the comparable tables in Exhibit 64 and the 
worksheet to Exhibit 292 which appears as Table I of Ex¬ 
hibit 351; isn’t that right ? A. That is correct. 

Q. That should be the worksheet which appears as 

Table III in Exhibit 351. A. Yes. 

* • * 

Trial Examiner : You say this figure of 224,230 in 
your Exhibit 422 is computed on a different basis from 
the 357,980? 

The Witness: No. It is the 357,980 minus 133,750, 
Conowingo backwater payment, which in both 421 and 422 
is deducted from hydro costs. 

Trial Examiner : All right. 

The 357,980 is hydro costs? 
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The Witness : The total hydro costs reported. 

Trial, Examiner: Likewise in your 421 the total 
hydro cost reported was 402,895; is that it ? 

The Witness: That is correct. 

[19341] Trial Examiner: When you say “reported”, 
that is in Form 1? 

The Witness: Yes, operating costs. 

Trial Examiner : As I get it, then, the only differ¬ 
ence between the latter Exhibits 421 and 422, and your 
Exhibit 64, is that in Exhibit 64 you did not deduct the 
Conowingo item. 

The Witness: That is right, in Exhibit 64 I did 

not. 

Trial Examiner : All right. 

By Mr. Myse: 

Q. Nor in the worksheet to back up Exhibit 292. Isn’t 
that right, Mr. Davis ? A. That is right. 

Q. The ratios that you show for allocating the various 
transmission facilities on Table III of Exhibit 422 differ 
from the ratios shown in the comparable table of Exhibit 64 
and the worksheet supporting your Exhibit 292, which is 
shown as Table III of Exhibit 351, in the same manner as 
the ratios we referred to on Table I of Exhibit 422 insofar 
as such ratios on such table differ from the comparable 
tables in the other exhibits. A. That is true. 

* • • 

[19342] Q. Refer to Table IV of Exhibit 422, please, Mr. 
Davis. 

First of all, Table IV differs from Exhibit 64 and the 
Table TV of Exhibit 351 which is the worksheet to your Ex¬ 
hibit 292 insofar as you have allocated a portion of the 
dollars which you label in line 2 “Bill for Safe Harbor 
Power.” Isn’t that correct? A. It differs from Exhibit 
64, yes. 

Q. And Table IV of Exhibit 351? A. Yes. 
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Q. Do I understand correctly that that allocation to 
Baltimore and to the Pennsylvania Railroad Company ap¬ 
pearing at columns 4 and 5, line 2 of Table IV of Exhibit 422 
was made on the comparable basis to the allocation appear¬ 
ing in Table IV, line 2, columns 4 and 5 of Exhibit 421? 
A. That is true. All the other allocations, also. 

Q. I show you a worksheet headed “Pennsylvania 
Railroad Service Cost Allocation, Safe Harbor Facilities” 
which shows figures for 1944-1945. Is that the worksheet 
showing the allocation of the figures on columns 4 and 5, 
line 2, Table IV of Exhibit 422 as well as the derivation of 
the amounts of the two figures together? A. That is 
right—only the total of the two figures. 

# # # 

[19369] Q. Mr. Davis, at page 19,356 you agreed to furnish 
one or more tabulations showing how you arrived at certain 
figures referred to on that page, and also a revision of a 
table which had been copied into the record some time be¬ 
fore. Is that right? A. That is correct. 

Q. Do you have those tabulations available this 
morning? A. I do. 

Q. May we have copies of them? A. This is a re¬ 
vision of the table which was copied into the record. That 
is the only copy I have. 

Q. This is one entitled: “1946, Energy Delivered to 
Railroad in Maryland and Pennsylvania from Safe Har¬ 
bor.” Is that right? A. That is correct. 

Q. Have you used any new figures in this particular 
table which you have handed me other than the ones that 
are already in the record and which we have asked you 
about? A. No, those are exactly the same figures ex¬ 
cept for the slight change to show the gross and backfeed 
and the net delivery from Conestoga. That was a little 
mixed up on the [19370] other table. 

Q. The other table is on page 19226; is that correct? 
A. That is right. 
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Me. Myse: I ask the permission of the Examiner 
to have the calculation just handed me by the witness 
copied into the record as if read. 

Trial Examinee: Any objection? 

(No response.) 

Trial Examiner: The tabulation handed the Re¬ 
porter will be copied into the transcript at this point.) 

(The Table referred to above is as follows:) 

•ENERGY DELIVERED TO RAILROAD IN MARY¬ 
LAND AND PENNSYLVANIA FROM SAFE HARBOR 


Gross sendout from Conestoga. 407,746 

Backfeed to Conestoga. 1,225 

Net sendout from Conestoga. 406,521 

Delivery to P. E. Company 

Net north at Pv’l. 30,796 

Net east at Th. 45,013 

75,809 

Balance to R.R. in Pa. and Md. 330,712 

Gross Delivery on P7 and P8 . 130,862 

Backfeed. 1,088 


Net . 129,774 

[19371] Less diversion at S. H.. 9,003 
Less diversion at Fishing Crk.. 6,254 
Total. 15,257 


Bal. for service in Md. 114,517 

Add BB meter at Pv’l. 4,264 


Total to R.R. in Md. 118,781 

Adjustment to R.R. billing. 2,847 


Balance for R.R. in Pa. 


121,628 

209,084 
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Total peat transfer energy which is 
transferred from P.E. inter¬ 
change to R.R. Co. and pro-rated 


to Md. and Pa. 4,398 

Supply to R.R. incl. peak transfer: 

In Md. 121,628 

In Pa. 213,482 


[19375] Q. Will you refer to Table V-B of Exhibit 422 and 
line 15, wherein you report a figure of 104,182,000 kwh. as 
additional energy delivered to Baltimore from Holtwood 
in an average year ? Is that right ? A. Additional energy 
available to Baltimore from Holtwood in an average year? 

Q. Is it delivered or isn’t it? A. It was not deliv- j 
ered in 1944. It is an estimated increase which would have 
been available in an average year. 

Q. Well, in column 11 where it is located you have it 
under the heading “Delivery to Baltimore.” Is it a deliv- \ 
ery or isn’t it? A. It is a delivery which could have 
been made in an average year. 

Q. Are you saying, then, that 1944 was below average 
and [19376] you had to adjust it for that reason? A. 

That is correct, I took the adjustment furnished by the com¬ 
pany. 1 

Q. You say you got that adjustment of 104,182,000 
kprh. from the company? A. That is right. 

Q. Does that appear any place in Form 1 ? A. That 
is right. 

Q. Where in Form 1 does it appear? A. I might 
have to do a slight subtraction to get that figure. 

! Q. I think I can arrive at it. If you look at 513-A of 
the Form 1 for the year 1944 filed by Penn Water and 
page 2 of the notes to Schedule 530— A. That is where 
it comes from. 

Q. Did you arrive at that figure by taking the figure 
of 131,000,000 kwh., which is reported as the estimated net 
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sales by respondent to Baltimore Company, with average 
river flow and deducting the figure of 26,818,000 kwh., which 
appears immediately above it? A. That is right. 

Q. Those two figures you used in arriving at the fig¬ 
ure of 104,182,000 are both reported by the Company as 
net sales, are they not? A. That is right. 

[19377] Q. So the figure you used in Exhibit 422 is a dif¬ 
ference of net sales and thus must be itself a net figure. 
Isn’t that right? A. That is right. 

Q. So it is not the gross energy available to Baltimore 
but it is the net amount of energy available to Baltimore 
from Holtwood during an average year. Isn’t that right? 
A. It is the net additional, that is right, the same thing. 

Q. It is possible to increase the net deliveries to Bal¬ 
timore Company by reducing the backfeed under the com¬ 
putation as reported in the Form 1 report in the year 1944, 
is it not? 

Mr. Goldberg : Talking about the same type which 

resulted in the 104,182,000? 

Mr. Myse: That is right. 

The Witness: May I have the question? 

(Question read.) 

The Witness : If all other conditions remain the same, 
and the backfeed from Baltimore is increased, then the net 
delivery to Baltimore could be decreased by that amount. 

By Mr. Myse : 

Q. If in fact there had been available in the year 1944 
a net amount of 104,182,000 kwh. as shown by you in your 
Table V-B of Exhibit 422, how do you know that that 
amount of energy [19378] would not have been applied to 
wipe out the figure of 92,662,000 which is shown by you in 
column 1 of line 10 of the same table? A. No one can 
tell, of course, exactly what would have happened if the 
river had been up to a point of generating 104,000,000 kilo¬ 
watt-hours more than was actually produced. We can com- 
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pare the figures of 1944 with 1946 which was very close to 
an average year, and the diversion increased quite ma¬ 
terially in 1946. 

Q. Does that complete your answer? A. I was just 
going to say what the backfeed did but I do not see the figure 
right here. I believe the backfeed increased considerably in 
1946 over 1944. 

Q. Your Exhibit shows that it decreased in 1946 over 
1944. Isn’t that right, Mr. Davis? A. Yes, I see it now. 
It did decrease and the diversion increased. 

Q. And the net interchange sales as you show them in 
Exhibit 421 for 1946 increased substantially over the same 
figures, or comparable figures, for the year 1944, did they 
not? A. They did. 

Q. Are you testifying that if Holtwood had had avail¬ 
able an additional 104,182,000 kwh. in the year 1944 under 
average river flow conditions it would have chosen to de¬ 
liver that to Baltimore at a rate of 1.4 mills per kwh. and 

continue diverting 92,662,000 kwh. at a rate of 4.3 mills? 

• • • 

[19379] The Witness: This 104,000,000 is from Holtwood 
resources only. 

Bv Mb. Myse: 

«* 

Q. Will you answer my question, please? A. I just 
want to get your question straight first. If Holtwood had 
had 104,000,000 more energy available from its own gen¬ 
eration, and its one-third of Safe Harbor, if the firm loads 
had remained the same, then it would have had no choice 
in. what to do with it except deliver it to Baltimore or sell 
it in interchange in Pennsylvania. 

Q. Could it not have been used to reduce either the 
figure of 201,075,000 kwh., appearing in line 8, column 1 
of Table V-B, Exhibit 422, or the figure of 92,662,000 kwh. 
appearing in line 10, column 1 of the same table? 

Mb. Goldbeeg : I object to that as argumentative. 

The [19380] witness answered the question, which is 

highly speculative, to begin with. 


I 
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Tbial Examinee : Objection is overruled. 

The Witness: If Holtwood had had 104,000,000 addi¬ 
tional kilowatt hours that would mean that Safe Harbor 
would have had a proportionate amount in addition, and 
the backfeed could have been reduced, the diversion might 
have been reduced and it might not. 

By Me. Myse: 

Q. The fact is you just don’t know what would have 
happened under those conditions. A. I told you that in 
the first place. 

* # ♦ 

[19381] Q. If under average river flow conditions the 
amount of energy shown by you as backfeed on the 220 kv 
lines, or the diversion from Baltimore’s two-thirds of Safe 
Harbor, or both, had been reduced under average river flow 
conditions where there was an additional 104,182,000 kwh 
available, as you testified, the result would be that on your 
Table VI, the amount of credit to Baltimore at the rate of 
4.3 mills for that energy would have been reduced. Isn’t 
that right ? 

# ♦ # 

[19382] The Witness: All that I can say is that if the 
energy delivered to Baltimore was less there would have 
been a smaller amount charged to Baltimore. 

By Me. Myse : 

Q. And that would have had a material effect upon 
the amount of total costs which you charged against Balti¬ 
more in line 5, Table VI of your Exhibit 422. Isn’t that 
right? A. I don’t know about the material effect. The 
effect of reducing the amount of energy delivered to Balti¬ 
more would, of course, reduce the charge to Baltimore, and 
the amount of reduction— 

Q. It would reduce the credit, would it not? You said 
“charge.” A. It would have reduced the energy sup¬ 
plied from outside of Holtwood’s system; if the amount 
was reduced the amount of energy which Baltimore would 
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be required to furnish would have been less, then the 
charge, or the credit, rather, which is based on [19383] the 
amount of energy coming from Baltimore resources would 
have been less. 

Q. As a result of that the weighted average cost of 
2.37 mills which you show in Table VI, note 1, would have 
been reduced under those conditions. Isn’t that right? 
A. A weighted average cost will be reduced if the higher 
component of it is reduced. 

Q. And that would be the effect under the conditions 
we have been speaking about. Isn’t that right, Mr. Davis? 
A. If Baltimore furnished less energy there would be a 
smaller amount at the 4.3 mills. 

Q. Mr. Davis, where did the figure of 4.3 mills come 
from which you show in footnote 1, Table VI of Exhibit 
422? A. That is from the same source of 1944 data 
which the 4.7 comes from in 1946. 

Q. That means, as I understand you, that it comes 
from a Form 1 report filed by Consolidated Gas Electric 
Light and Power Company of Baltimore for the year 1944. 
Is that right? A. That is right. 

* * * 

[19384] Q. In any event, as I understand your testimony 
with respect to the 4.7 mills rate, and which is used in your 
Exhibit 421, like that figure you take no responsibility for 
the accuracy of the 4.3 mills except to the extent that you 
take the responsibility for having computed it accurately 
from whatever data does appear in Consolidated’s report. 
Is [19385] that right? A. That is true. 

Q. Will you refer to Table VI-A of Exhibit 422, please? 

Am I correct in understanding the figure of $115,047 
which appears in that table as an adjustment of revenue was 
derived in substantially the same manner as the compar¬ 
able figure of— A. $141,777. 

Q. $141,777 appearing in Table VI-A of Exhibit 421? 
A. That is correct, exactly the same way. 
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Q. And the figures have the same meaning? A. 
Same meaning, transferring the revenue in the way the 
costs were allocated. 

Q. I show you what purports to be a worksheet which 
has been furnished us with a heading, ‘ * Adjustment to Bill 
to R.R. in Pennsylvania.” Is that the worksheet used by 
you in arriving at the figure of $115,047? A. That is 
correct. 

Q. For the year 1944? A. That is right. 

Q. I note you have written on the year 1944 which 
did not appear on my photostat. A. That is correct. 

# # * 

[19409] Q. Mr. Davis, in figuring your mill rate of 4.3 mills, 
did you take the net generation appearing on line 12 of 
that schedule 579 for the Westport, Gould Street and River¬ 
side plants ? A. That is right. 

Q. You did not take the net generation for the Pratt 
Street plant? A. No. 

Q. And you totaled those three figures and divided 
them into the total of dollars appearing on line 34 in col¬ 
umns B, C and D. Is that right? A. That is correct. 

# • * 


[19412] STANLEY W. ROLAND 

♦ # • 

Direct Examination 

By Mb. Goldbebg : 

Q. Have you made a study to determine whether or 
not the transmission facilities owned by Holtwood and 
Susquehanna Companies were used for the transmission of 
electric energy from a state to points outside thereof dur¬ 
ing the years 1945 and 1946 ? A. I have. 
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Q. Do these studies parallel the studies you made and 
testified to on May 2 and 3,1946, for 1943 and 1944? A. 
Yes. The studies that I have made for 1945 and 1946 oper¬ 
ations parallel the studies which I made and testified to on 
May 2 and 3, 1946, regarding 1943 and 1944 operations. 

Q. What additional information did you obtain for 
purposes of your 1945 and 1946 studies? A. Monthly 
operating, sales, and billing data for the years 1945 and 
1946, and data showing meter quantities by hours at vari¬ 
ous points on the system for certain days during 1946. In 
a conference with Messrs. Von Eiff and Watchorn of the 
Holtwood Company, I obtained data on river flow in 1946 
and ascertained whether or not there had been any sig¬ 
nificant [19413] changes in system facilities and operations 
since my 1944 study. 

Q. On transcript page 908 of your testimony, you in¬ 
troduced Exhibit 37, a map entitled “Transmission Lines 
and Interconnections of the Pennsylvania Water and Power 
Company and Susquehanna Transmission Company of 
Maryland.” Has the company revised that map? A. 
Yes. According to the legend on a map bearing the same 
title and presented through Mr. Spaulding for identification 
as Exhibit 353, the map which is Exhibit 37 in this proceed¬ 
ing is stated as having been superseded by the map marked 
Exhibit 353. 

Q. At transcript pages 908, 909 and 910, you testified 
that certain transmission lines shown on Exhibit 37 were 
owned and operated by Holtwood and Susquehanna. Would 
your testimony on those pages be any different if you 
were relating it to Exhibit 353? A. No. 

Q. Would your testimony regarding the function of the 
lines shown on Exhibit 37 be any different if you were re¬ 
lating it to Exhibit 353? A. No. 

Q. What are some of the differences, then, between Ex¬ 
hibits 353 and 37? A. Exhibit 353 states that the line 
which has been referred to in this proceeding as the ‘ ‘ Gun- 
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powder Line” is “used” [19414] by the Baltimore Com¬ 
pany, whereas on Exhibit 37 it states that this line is 
“leased” by the Baltimore Company. Exhibit 37 desig¬ 
nates the points shown on the map by a circled “W-l” at 
Conowingo, Perryville and Takoma Park as “Point of De¬ 
livery for Account of Consolidated Gas Electric Light and 
Power Company of Baltimore”; on Exhibit 353, however, 
the first two of these three points of interconnection are 
designated by a circled “V” and are noted as “Intercon¬ 
nection with the Pennsylvania Railroad Company.” Ex¬ 
hibit 353 designates the interconnection between Susque¬ 
hanna and Potomac Electric Power, north of Takoma Park, 
by a circled “ T ” and denotes this as * ‘ Interconnection with 
the Potomac Electric Power Company.” Other changes and 
additions were made in Exhibit 353 but none of them ap¬ 
pear to be pertinent to my study. 

Q. Did Holtwood, during 1945 and 1946, deliver energy 
to the same companies which you named at transcript pages 
910 and 911 of your testimony? A. Yes. 

Q. Were such deliveries in 1945 and 1946 made under 
the same contracts which you named on page 911? A. 
Yes, excepting that the contract under which deliveries 
were made to Edison Light and Power Company during 
1945 was terminated on December 31, 1945. 

Q. Did Holtwood Company receive delivery of electric 
energy during 1945 and 1946 from the companies you 
named on [19415] page 912? A. Yes. 

Q. Did Susquehanna perform the same character of 
service in 1945 and 1946 that it did in 1944? A. Yes. 

Q. Did Holtwood sell electric energy in 1945 and 1946, 
as you stated on page 912 that it did in 1944, to Baltimore 
Company, Pennsylvania Power and Light Company, Phila¬ 
delphia Electric Company and Metropolitan Edison Com¬ 
pany? A. Yes. 

Q. Did Holtwood sell electric energy in 1946 under the 
contracts you named on page 911 to the Baltimore Com- 
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pany, Pennsylvania Power and Light Company, Philadel¬ 
phia Electric Company and Metropolitan Edison Company 
for resale? A. Yes. 

! Q. Have you examined the billings under those con¬ 
tracts for 1946? A. Yes. 

Q. Does Exhibit 353 designate the points at which 
Holtwood system interconnects with the facilities of the 
other companies ? A. Yes. 

Q. Did Holtwood make deliveries of energy in 1946 for 
the account of Baltimore? A. Yes. 

[19416] Q. At what points? A. At points of intercon¬ 
nection of Susquehanna with the Pennsylvania Railroad at 
Conowingo and Perryville, Maryland, and at a point of 
interconnection of Susquehanna with Potomac Electric 
Power Company, northeast of Takoma Park, Maryland. 

I Q. Have you made studies to determine, for the years 
1945 and 1946, the amounts of electric energy transmitted 
from Pennsylvania over the facilities of Holtwood and Sus¬ 
quehanna across the Pennsylvania and Maryland state 
lines to points of delivery in Maryland? A. Yes. 

Q. Have you made studies to ascertain, for 1945 and 
1946, the quantities of energy transmitted over the trans¬ 
mission facilities owned by Susquehanna and Holtwood 
from the Baltimore-Washington system to the Holtwood 
system in Pennsylvania? A. Yes. 

Q. Upon what information are these studies based? 
A. They are based on information similar to that obtained 
for 1944 which was furnished to me by the Holtwood Com¬ 
pany at my request. 

Q. Have you prepared an exhibit showing the quan¬ 
tities so transmitted for 1945 and 1946? A. Yes. 

Mb. Goldbebg : I would like to offer for identifica¬ 
tion a document entitled ‘‘Electric Energy Transfers 
Across Maryland- [19417] Pennsylvania Boundary 
over Facilities of Pennsylvania Water and Power Com¬ 
pany and Susquehanna Transmission Company of 
Maryland by Months—Values in Megawatt Hours”. 
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Tbiajl Examiner: The document referred to may 

be marked for identification as Exhibit Number 436. 

(The document referred to was marked for Iden¬ 
tification as Exhibit Number 436.) 

By Mr. Goldberg: 

Q. Referring to Exhibit 436, is that exhibit comparable 
to Exhibit 38? A. Yes, with the exception of the years 
covered and the amounts shown, the two exhibits are iden¬ 
tical. 

Q. Then is it correct to say that the explanation which 
you gave at transcript pages 917, 918 and 919 regarding 
Exhibit 38 also applies to Exhibit 436? A. Yes. 

Q. On transcript pages 918 and 919, you referred to a 
one-line diagram entitled “Pennsylvania Water and Power 
Company One-Line Diagram of Main Metering Points on 
the Holtwood-Safe Harbor-Baltimore-Washington Inter¬ 
connected System,” which is Exhibit 39. Did you use that 
diagram for the same purpose and in the same way for 
your 1945 and 1946 studies that you did for your 1944 
studies? A. Yes. 

Q. On page 920, line 19 to page 921, line 14 and refer¬ 
ring [19418] to Exhibit 38, you testified as to the amounts 
of electric energy transmitted across the Pennsylvania- 
Maryland boundary from Pennsylvania to Maryland and 
from Maryland to Pennsylvania over the 220 kv circuits. 
Do the corresponding amounts for 1945 and 1946 appear in 
Exhibit 436? A. Yes. 

Q. On page 921, line 18 to page 922, line 18, you testi¬ 
fied as to the amounts of energy transmitted from Holt- 
wood to Highlandtown during each of the years 1943 and 
1944; also with respect to the amounts of backfeed over 
these lines, is that correct? A. Yes. 

Q. Do the corresponding amounts transmitted from 
Holtwood to Highlandtown for 1945 and 1946 appear in 
Exhibit 436? A. Yes. 
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Q. Exhibit 436 shows zero as the amount transmitted 
from Maryland to Pennsylvania over the 66 kv, 25 cycle 
lines. Can you explain that? A. Yes. 

Q. Will you please do so ? A. I was advised by the 
Holtwood Company that its records of monthly transfers 
of energy over the Highlandtown lines were on a net basis 
and since the amount of backfeed was relatively small, only 
one figure representing the net amount delivered to High¬ 
landtown would appear on its records. It is for this reason 
[19419] that the transfers from Highlandtown to Holtwood 
appear as zero for each month of 1945 and 1946 on Exhibit 
436. 

Q. Actually was there backfeed over those lines in 
1946? A. Yes. Mr. Spaulding testified at page 17085, 
line 11, that the net hourly backfeed over those lines totaled 
1,673 megawatt hours in 1946. 

Q. Have you shown the amount of energy transmitted 
from Pennsylvania to Maryland and from Maryland to 
Pennsylvania during 1945 and 1946 over the 220 kv and 
66 kv circuits in graphic form ? A. I have. 

Mb. Goldbebg : I would like to offer for identifica¬ 
tion a document entitled “Electric Energy Transfers 
Across the Maryland-Pennsylvania Boundary over 
Facilities of the Pennsylvania Water and Power Com¬ 
pany and Susquehanna Transmission Company of 
Maryland by Months.” 

Trial Examiner: The document referred to may 
be marked as Exhibit Number 437 for identification. 

(The document referred to was marked for Iden¬ 
tification as Exhibit Number 437.) 

By Mr. Goldberg: 

Q. Is this bar chart similar to Exhibit 40? A. Yes. 
Q. Is your explanation of Exhibit 40 on page 926, line 
10, to page 927, line 8, applicable to Exhibit 437 ? A. Yes. 
[19420] Q. To what extent was generation at Safe Harbor 
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and Holtwood hydro greater or less than average in 1946? 
A. The output of these two plants was greater than average 
by 31,000,000 kilowatt hours in 1946. Q. I show you Ex¬ 
hibit 216. Did you inquire of the Holtwood Company 
whether or not this exhibit correctly shows system facilities 
and connections as of 1946 ? A. I did. 

Q. What were you informed? A. I was informed 
that no changes were made in system facilities and connec¬ 
tions, subsequent to the preparation of Exhibit 216, which 
would make any significant change in the exhibit. 

Q. During 1946, how much energy was transmitted 
from Conestoga substation across the Pennsylvania-Mary- 
land boundary to Conowingo and Perryville, Maryland? 
A. During 1946 Holtwood delivered 56,657 megawatt hours 
to the facilities of the Pennsylvania Railroad at Perryville 
for the account of Philadelphia Electric Company, since it 
was for railroad service north of Perryville. Approximately 
44,000 megawatt hours of this amount was transmitted 
from Conestoga over the two circuits designated as P-5 and 
P-6. The balance of the deliveries at this point for the 
account of the Philadelphia Electric Company was trans¬ 
mitted over the two circuits from Conestoga, designated as 
P-7 and P-8, or from [19421] Washington over the Railroad 
Company’s lines. 

In 1946 Holtwood transmitted 115,605 megawatt hours 
to the facilities of the railroad at Conowingo and Perryville 
over circuits P-7 and P-8 for the account of Baltimore 
Company. 

Q. With respect to the amounts of electric energy 
which Exhibits 436 and 437 show as being transmitted by 
the Holtwood system from Pennsylvania to the Baltimore- 
Washington system in Maryland over the 66 kv circuits 
during the years 1945 and 1946, where was that energy 
generated? A. Most of that energy was generated at 
Holtwood hydro plant. 
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[19422] Q. With respect to the amounts of electric energy 
which Exhibits 436 and 437 show as being transmitted by 
the Holtwood system from Pennsylvania to the Baltimore- 
Washington system in Maryland, over the 220 kv circuits 
during 1945 and 1946, where was that energy generated? 
A. Most of that energy was generated at the Safe Harbor 
plant. 

Q. With respect to the amounts of electric energy which 
Exhibits 436 and 437 show as transmitted from the Holt- 
wood system in Pennsylvania to the Baltimore-Washington 
system in Maryland during 1945 and 1946, was that energy 
consumed at points outside the state of Pennsylvania? 
A. Most, if not all, of that energy was consumed at points 
outside of Pennsylvania. 

Q. With respect to the amounts of electric energy 
which Exhibits 436 and 437 show was transmitted from 
Maryland to Pennsylvania during 1945 and 1946, in which 
state or states was that energy generated? A. That 
energy was generated in Maryland or in the District of 
Columbia. 

Q. With respect to the amounts of electric energy 
which Exhibits 436 and 437 show was transmitted from 
Maryland to Pennsylvania, did you make any studies to 
ascertain whether or not any of that energy was sold by 
Holtwood for resale to other electric utility companies in 
Pennsylvania? [19423] A. Yes, I did. 

Q. On page 935, beginning at line 21 and ending at line 
6 of page 939, referring to Exhibit 41, you designated the 
points at which Holtwood sells electric energy to others in 
Pennsylvania at wholesale for resale. Now, referring to 
Exhibit 216, is it correct to state that the points of such 
sales for resale in 1946 were the same as those stated on 
the pages of your testimony which I have just specified? 
A. Yes. 

Q. At page 939, line 12 to page 940, line 25, you de¬ 
scribed the facilities by means of which electric energy, 
shown on Exhibits 38 and 40, was transmitted from Mary- 
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land to Pennsylvania, can be transmitted to interconnection 
points which you described, using Exhibit 41 for reference 
purposes. Now, then, is it correct to state that this de¬ 
scription applies to the energy transfers shown on Exhibits 
436 and 437, using Exhibit 216 for reference purposes. 
A. Yes. 

Mr. Goldberg: I would like to have marked for 
identification a document consisting of 32 pages en¬ 
titled: “Generation and Transmission of Electric 
Energy on Holtwood-Safe Harbor System and Trans¬ 
mission from Maryland to Holtwood’s Resale Cus¬ 
tomers in Pennsylvania by Hours for 30 Days of 1946.’’ 

Trial Examiner: The document referred to may 
be marked as Exhibit Number 438 for Identification. 

[19424] (The document referred to was marked for Iden¬ 
tification as Exhibit Number 438.) 

By Mr. Goldberg : 

Q. Did you prepare Exhibit 438? A. It was pre¬ 
pared by me and by my assistants under my direct super¬ 
vision. 

Q. What, in general, does it purport to show? A. 
Exhibit 438 shows the generation and transmission of elec¬ 
tric energy on the Safe Harbor-Holtwood System as well 
as the amounts of electric energy transmitted from Mary¬ 
land to Holtwood’s resale customers in Pennsylvania dur¬ 
ing each hour of 30 days in 1946. 

Q. Does it show the percentage of energy delivered to 
Holtwood’s resale customers in Pennsylvania which is 
transmitted from Maryland? A. Yes. That is shown in 
Columns 14, 17 and 29. 

Q. How were the 30 days chosen which you used in 
your study? A. On March 5, 1947, I called on Mr. Von 
Eiff, Interconnection Engineer, and Mr. Watchom, Effi¬ 
ciency Engineer, of the Holtwood Company to discuss with 
them the matter of obtaining records of hourly watt hour 
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meter readings at various points on the Holtwood system 
during 1946. Mr. Von Eiff provided me with blue print 
copies of tabulations and graphs showing average daily 
river flow for the Susquehanna River, measured [19425] 
at Holtwood for the year 1946. 

With the aid of these tabulations, and charts, and from 
an examination of the load dispatcher’s log sheets and other 
data showing sendout from Safe Harbor over the 220 kv 
and 69 kv circuits, backfeed over the 220 kv circuits and 
interchange sales by months for 1946, I designated 30 
representative days of the year for which I requested that 
hourly load data at various points on the system be fur¬ 
nished. I designated the week of December 16, which was 
the week of maximum load on the interconnected system; 
a week of low river flow in September, namely, September 
15 through September 21; three high flow days; and 13 
other days during which daily average flows ranged from 
10,400 to 25,800 cubic feet per second. 

Q. Do you have a tabulation showing Susquehanna 
River flow for 1946? A. Yes. 

Mr. Goldberg : I would like to offer for identifica¬ 
tion a document entitled “Pennsylvania Water and 
Power Company—Susquehanna River Flow—24 Hour 
Average in Thousand C. F. S.” 

Trial Examiner: The document may be marked 
Exhibit Number 439 for identification. 

(The document referred to was marked for iden¬ 
tification as Exhibit Number 439.) 

By Mr. Goldberg : 

Q. Do you have a graph showing Susquehanna River 
Flow [19426] for 1946? A. Yes. 

Mr. Goldberg : I would like to offer for identifica¬ 
tion a document entitled “Daily Discharge Curves— 
Susquehanna River at Holtwood, Pennsylvania—1946. ’ ’ 
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Trial Examiner : The document may be marked as 

Exhibit Number 440 for identification. 

(The document referred to was marked for iden¬ 
tification as Exhibit Number 440.) 

By Mr. Goldberg : 

Q. Excluding the three high flow days, what was the 
highest river flow you designated for the remaining 27 
days? A. 25,800 cubic feet per second. 

Q. During 1946 on how many days was the river flow 
25,800 cubic feet per second or less? A. 240 days. 

Q. During what months in 1946 did they occur? A. 
During every month excepting March and June. 

Q. Do you consider that energy flows on the Holtwood- 
Safe Harbor System, during the 27 days on which stream 
flow was 25,800 cubic feet per second or less, are reasonably 
representative of energy flows during the 240 days when 
stream flows were 25,800 cubic feet per second or less? 
A. Yes. 

Q. On transcript page 946, line 22 through page 948, 
line [19427] 9, you testified with respect to the approxima¬ 
tions and possible errors involved in your studies of the 
amounts of energy transmitted from Maryland to the Holt- 
wood system in Pennsylvania and sold by Holtwood for re¬ 
sale in Pennsylvania. Does your testimony on those pages 
also apply to your studies for 1946? A. Yes. 

Q. On transcript page 948, line 16 to page 956, line 11, 
and referring to Exhibit 42, you described how you com¬ 
puted the quantities of electric energy, if any, transmitted 
from Maryland to Pennsylvania Power and Light Company 
at Donegal Tap and at Lehman Farm, and to Pennsylvania 
Water and Power Company’s Holtwood station, using some 
particular hour as an example. Does the testimony you 
gave at those pages also apply to Exhibit 438? A. Yes, 
with one exception, which is purely a matter of presenta¬ 
tion. That is in Exhibit 42, column 12 shows total deliveries 
to Pennsylvania Power and Light Company via Donegal, 
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whereas in Exhibit 438, column 12 shows the firm deliveries, 
and column 12a shows other deliveries to Pennsylvania 
Power and Light Company via Donegal. The percentage 
figures shown in column 17, however, apply to the amounts 
shown in both columns 12 and 12a. 

Q. In your studies of energy transfers for the 30 days, 
did you find hours when all the energy delivered to Penn¬ 
sylvania [19428] Power and Light Company at Donegal and 
at Lehman Farm and all the energy delivered to Holtwood 
via Lehman Farm was transmitted from Maryland? A. 
Yes. 

Q. How t many such hours did you find? A. There 
were 240 hours representing 33 per cent of the total hours 
in the 30 days when all the energy delivered to Pennsyl¬ 
vania Power and Light Company at Donegal was trans¬ 
mitted from Maryland. 

There were 218 hours representing 30 per cent of the 
total hours when all the energy delivered to Pennsylvania 
Power and Light Company at Lehman Farm, and 210 hours 
representing 29 per cent of the total hours, when all the 
energy delivered to the bus at Holtwood via Lehman Farm, 
was transmitted from Maryland. 

Q. During how many hours of the 30 days did you find 
that there was no generation by the main 60-cycle gener¬ 
ators at Safe Harbor? A. There were 302 such hours 
representing 42 per cent of the total hours. 

Q. During how many hours of the 30 days did you find 
that all the energy supplied to the 13 kv, 60-cycle bus at 
Safe Harbor came from Maryland? A. There were 270 
such hours representing 38 per cent of the total number of 
hours in the 30 days. 

[19429] Q. Do you find it generally true, with respect to 
your 1946 study, when the hydro units at Safe Harbor are 
not generating energy, that energy is transmitted to Safe 
Harbor from Maryland? A. Yes. 

Q. Were there some hours during the 30 days in 1946 
when energy was transmitted from Maryland to Safe Har- 
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bor during the same hours when energy was generated by 
the main units at Safe Harbor? A. Yes. 

Q. At transcript pages 960, line 24 to 966, line 17, you 
described how you determined the amounts of electric 
energy transmitted from Maryland to Safe Harbor, dur¬ 
ing the same hours when energy was generated by main 
units at Safe Harbor, which was sold to Pennsylvania 
Power and Light Company at Donegal and Lehman Farm, 
and what part, if any, was transmitted to the Holtwood 
bus. Did you employ the same method and assumptions 
described on those pages in preparing Exhibit 438? A. 
Yes. 

Q. On pages 967, line 10 to 972, line 16, referring to 
Exhibit 42, you described what happened to the energy 
transmitted from Maryland to the 13 kv, 60-cycle bus at 
Holtw r ood. Does your testimony on those pages also apply 
to your 1946 study as shown in Exhibit 438? A. Yes. 
There is one difference of presentation, however, [19430] 
that should be pointed out. In Exhibit 42, column 31 shows 
total deliveries to Metropolitan Edison; whereas in Ex¬ 
hibit 438, column 31 shows the firm deliveries and column 
31a shows other deliveries to Metropolitan Edison Com¬ 
pany. The percentage figure in column 29, however, ap¬ 
plies to the amounts shown in both columns 31 and 31a. 

Q. During how many hours of the 30 days to which you 
have referred w T as electric energy transmitted from Mary¬ 
land via Safe Harbor and Holtwood to Metropolitan Edison 
at York; to Pennsylvania Power and Light Company over 
circuit 18; to Philadelphia Electric Company at Coates- 
ville; and to the 11 kv, 25-cycle bus through the frequency 
changer? A. Electric energy was transmitted from 
Maryland via Safe Harbor and Holtwood to Metropolitan 
Edison Company during 423 hours; to Pennsylvania Power 
and Light Company over circuit 18 during 351 hours; to 
Philadelphia Electric Company during 425 hours; and to 
the 60-cycle end of the frequency changer during 156 hours. 
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In terms of percentage of total hours in the 30 days, these 
amounts are 59, 49, 59 and 22 per cent, respectively. 

Q. During how many hours ,of the 30 days was electric 
energy transmitted from Maryland via Safe Harbor and 
Holtwood to meet Metropolitan Edison Company’s firm 
demands at York? A. There were 218 such hours repre¬ 
senting 30 per cent of the total number of hours in the 30 
days. 

[19431] Q. On transcript pages 974, line 3 to 976, line 7, 
you explained how you derived the entries shown in columns 
36 through 43 of Exhibit 42. Did you derive the entries in 
columns 36 through 43 of Exhibit 438 in the same way? 
A. Yes. 

Q. On pages 976, line 11 to 977, line 23, referring to 
Exhibit 42, you testified with respect to the amounts of 
energy transmitted from Maryland to Pennsylvania Power 
and Light Company over Circuit Number 3 via Safe Harbor 
and Holtwood. Is the same method you described at those 
pages applicable to your study shown in Exhibit 438 ? A. 
Yes. 

Q. During how many hours of the 30 days was some 
electric energy transmitted from Maryland via Safe Harbor 
and Holtwood or from Highlandtown to Pennsylvania 
Power and Light Company over Circuit Number 3? A. 
There were 226 such hours representing 31 per cent of the 
total hours in the 30 days. The amounts for some of these 
hours are very small. 

Q. Did you find any hours during the 30 days when 
electric energy delivered to Pennsylvania Power and Light 
Company over Circuit Number 3 was electric energy trans¬ 
mitted from Highlandtown over Circuit Numbers 1, 2, 5 and 
6? A. Yes. There were 92 such hours representing 13 
per cent of the total hours in the 30 days. 

[19432] Q. From the study you have made, do Pennsyl¬ 
vania Water and Power Company and Susquehanna Trans¬ 
mission Company of Maryland each own and operate facili¬ 
ties for the transmission of electric energy, which is trans- 
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mitted from one or more states and consumed at points 
outside thereof? A. Yes. 

Q. Are the amounts of such electric energy so trans¬ 
mitted substantial? A. Yes. 

Q. Does the transmission of such substantial amounts 
occur frequently? A. Yes. 

Q. Generally speaking, what are the facilities for the 
transmission of such energy? A. The substations and 
transmission lines owned by Holtwood and Susquehanna 
as shown on Exhibit 353 are used for that purpose. 

Q. Does Holtwood sell for resale electric energy so 
transmitted? A. Yes. 

Q. To what companies does Holtwood sell for resale 
electric energy so transmitted? A. Baltimore Company, 
Pennsylvania Power and Light Company, Philadelphia 
Electric Company, and Metropolitan Edison Company. 
[19433] Q. Do Holtwood and Susquehanna each own and 
operate facilities for such sales? A. Yes. 

Q. Generally speaking, what are those facilities? A. 
Those facilities would include the substations and trans¬ 
mission lines owned by Holtwood and Susquehanna, as 
shown on Exhibit 353, together with metering and other 
equipment for billing and recording sales. 

• • • 

[19438] Cross-Examination. 

By Mb. Myse: 

• • « 

[19446] Q. Did you ever take a look at the Form 1 report 
to find out how much the company reported as being de¬ 
livered to Baltimore Company in the year 1946? A. No, 
but I have shown in some of my exhibits here how much was 
delivered to the Baltimore Company. It was sold to them. 

Q. You do show in your exhibit some place how much 
was sold to Baltimore Company, assuming delivery is the 
sale. A. Yes, I showed how much was delivered over 
the [19447] Highlandtown lines and what the sendout was 
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over the 220 kv lines from Safe Harbor. Some of that in¬ 
cludes losses; losses are included in the figures. 

Q. Are you saying all deliveries over those two lines 
was sold by Holtwood to Baltimore Company? A. I 
don’t know what in a legal sense would be considered a 
sale, but in my opinion- 

Q. I am not asking you in a legal sense but I am ask¬ 
ing you in whatever sense you use the word “sell” in your 
testimony. A. Yes, I would say whatever was delivered 
to them was sold to them. 

Q. In other words, everything which was delivered 
over the Highlandtown line by Holtwood to Baltimore and 
everything that was delivered over the 220 kv lines by Holt¬ 
wood to Baltimore was sold by Holtwood to Baltimore. Is 
that your testimony? A. Yes. 

Q. Are there any other deliveries by Holtwood to Balti¬ 
more over any other lines which you consider a sale by 
Holtwood to Baltimore? A. Yes, over the 132 kv lines, 

single-phase lines at Conowingo and Perryville. 

• # • 

[19454] Q. Did you consider all of the sales today to 
Metropolitan Edison Company other than interchange 
transactions as firm energy transactions? A. Not ac¬ 
cording to the usual definition of firm energy, but it is firm 
energy the way it is defined in the contract. 

Q. According to the way you would normally consider 
firm energy transactions do you consider all of the trans¬ 
actions with Metropolitan Edison Company other than in¬ 
terchange transactions as firm energy transactions? A. 
Not according to the concept of firm energy I have had in 
the past. 

Q. Well, let’s have your concept of firm energy in the 
past. A. The definition which appears in Form 12 and 
I believe schedule 8, reads, “Firm power is power which is 
intended to be continuously available to the purchaser.” 

Q. To that extent, then, some of the energy transac¬ 
tions [19455] with Metropolitan Edison Company other 
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than interchange transactions are not firm energy. Is that 
right? A. Not according to that definition which I just 
gave yon. It is a limited type of delivery which is not in 
conformity with the definition which I just gave you. 

Q. Which of the energy supplied to M. E. other than 
the interchange transactions do you consider not to be a 
firm energy transaction under the definition you have re¬ 
ferred to? A. I presume the energy above the steam line 
would be considered ordinarily as a firm obligation. The 
others have strings tied to them. There has to be a certain 
ratio of hydro and steam generation; it has to be supplied 
during certain hours. It is not unlimited service, in other 
words. It has a lot of strings tied to it which ordinarily 
you do not get with firm commitments in the ordinary sense, 
as the term is ordinarily used. 

Q. Do I understand your testimony to be then, Mr. 
Roland, that the energy transactions with Metropolitan 
Edison Company other than the interchange transactions 
and other than the transactions relating to energy supply 
above the steam line are the energy transactions which you 
do not consider to be firm energy transactions within the 
meaning of the definition to which you have referred in the 
Form 12 report. Is that right? A. That is my offhand 
opinion on the thing, yes. 

[19456] In my Exhibit 438 I listed it as firm, because that 
is the way the company designates it, as “firm.” I did 
that in that exhibit. 

Q. In other words, you anticipate me a little bit, Mr. 
Roland. 

Exhibit 438, then, insofar as it divides up the energy 
supplied to Metropolitan Edison Company between inter¬ 
change and firm, is not in accordance with your understand¬ 
ing of the division which should be made between the 
energy supplied to Metropolitan Edison Company. Is that 
right ? 
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The Witness: I haven’t given a great deal of thought 
to that question as to whether or not that is properly desig¬ 
nated as firm or interchange; that is the A, B and C 
energies in the M. E. contract. You asked for my offhand 
opinion and I gave it. 

In accordance with the definition that I gave you the 
part of that which is shown as firm energy in my opinion 
would not ordinarily be classified as firm. 

By Mr. Myse : 

Q. I am asking for your testimony and not what 
[19457] ordinarily would be done by somebody else. What 
is your opinion ? A. That is what I am giving you. 

Q. Then your offhand opinion is what you understand 
on it, is that right, Mr. Roland? A. Yes. That is all I 
can do, isn’t it? 

• • • 

[19479] Q. Mr. Roland, at page 9 of your proposed testi¬ 
mony you stated that the 30 days used by you in Exhibit 
438 were representative of the year, did you not? A. 
Yes. 

Q. How many days out of the 30 did you include in 
your exhibit in which river flow was 25,800 C. F. S. or 
lower? If I recollect it was something like 27 out of 30, 
isn’t that right? A. 26 days? 

Q. 27. A. Including the 25,800 it would be 27. 

Q. That means, does it not, that only the three highest 
flow days that you used in your Exhibit 438 are days in 
which the river flow was higher than 25,800 C. F. S. ? A. 
Yes. 

[19480] Q. That means you have included in your 30 days 
some 90 per cent, approximately, of days when the river 
flow was 25,800 C. F. S. or lower. Isn’t that right? A. 
Yes, and for the reasons that I stated in connection with 
my Exhibit 42. 

Q. Let’s hold the reasons and stick to my question. 
Do you have any idea what the average number of days 

i 
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are out of the 365 in the year when the river flow is 25,800 
C. F. S. or lower? I have a figure of 210 days out of 365, 
or roughly 58 per cent. Does that help you any? 

• • • 

The Witness: I would believe there would be more 
days than that when the flow was less than 25,800. I would 
say that it would be approximately 235 days. I am now 
using the curve furnished me by the company. 

Mr. Goldberg: Are we trying to ascertain during 

how many days in 1946 the river flow was 25,800 C. F. 

S. or less? 

Mr. Myse: No. The question was what was the 

number of days when the river flow is 25,800 C. F. S. 

or lower under average flow conditions. 

The Witness: Under average flow conditions? 

By Mr. Myse: 

Q. Yes. A. It was 233 days in my count here for 
1946 which is [19481] pretty close to an average year. 

Q. Well, 233 is roughly what percentage? That would 
be 60 per cent, wouldn’t it? A. Yes, it is fairly close to 
that. 

Q. On an average water-flow year it would be slightly 
less than that, isn’t that right? A. It depends upon 
where the deviation from the average occurred, whether 
it was in the low flows or the high flows. It would be in that 
neighborhood, however. 

Q. Well, that is satisfactory to me. Do you happen 
to have an average flow duration chart with you? A. I 
think I have one here. 

Q. You can get it off that, can’t you? A. About 58 
per cent. 

Q. As a matter of fact, in your 30 days you included 
no days in which the river flow was between 26,000 and 
65,000 C. F. S. Isn’t that right ? A. That is right. Three 
days in which the flow was 30,000 and over. That is all 



2290 


J. M. Newlands, Direct 


Q. None of those days happen to be days in which the 
river flow is between 26,000 and 65,000 C. F. S. Isn’t that 

correct? A. That is right. 

i Q. Do you know what the average number of such days 
would be on an average flow duration chart on the Susque¬ 
hanna River, [19482] that is days between 26,000 and 
65,000 C. F. S.? A. About 100 days. 

Q. 100 days out of 365. That gives you roughly 27 
per cent, does it not? A. Yes. I had 28 per cent. 

Q. What was it in 1946? A. 20 per cent, 
i Q. The figure of 65,000 C. F. S. represents full power 
house draft conditions, does it not? A. At Safe Harbor, 
yes. 

Q. When you referred to the week of maximum load 
on the interconnected system in your testimony on page 9 
of your prepared testimony you were there referring to 
the Area 6 system, were you not? A. Yes. 

Q. You were not referring to the Penn Water-Safe 
Harbor system alone, were you? A. Only to the inter¬ 
connected system load. 

Q. That is the Area 6 system as you know it? A. 
Including the Pennsylvania customers, yes. 

• • • 


[19487] J. M. NEWLANDS. 

• • • 

[19488] Direct Examination. 

By Mr. Hall: 

Q. Mr. Newlands, have you reviewed the facts with 
reference to the loss of materials and supplies amounting 
to $13,033.04 claimed by Penn Water in its original cost 
determination as shown by Schedule H of Exhibit No. 320? 
A. Yes. 

Q. Did McCall Ferry Power Company take a physical 
inventory of supplies and materials at December 31, 1908? 
A. Yes. 
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Q. What quantity of cement was listed in that in¬ 
ventory? A. 17,246 barrels of Giant and Atlas cement 
and 18,490 barrels of Union cement. 

Q. WLat was the cost of this cement to McCall Ferry 
Power Company? A. The Giant and Atlas cement cost 
$1.73 a barrel and the Union cement $1.18 a barrel, or a 
total cost of $51,653 for the cement on hand at December 
31, 1908. 

[19489] Q. What was the balance of the material and sup¬ 
plies account on McCall Ferry Power Company’s books at 
December 31, 1908? A. The balance on the books was 
$35,421 at that date. 

Q. WTiat entry would be necessary to correct the books 
to agree with the actual physical inventory of cement at 
December 31, 1908? A. It would be necessary to reduce 
the recorded construction costs by $16,232 and to increase 
the material and supplies account by the same amount to 
reflect the return of the unused material to stock. 

Q. Was any construction carried on between December 
31, 1908, and the date the Receiver was appointed, July 17, 
1909? A. No. There had been no construction work 
since the previous October. 

Q. What amount of supplies were charged out from 
material and supplies account during the period from De¬ 
cember 31, 1908, to July 17, 1909? A. Less than $500. 

Q. Was any cement purchased during this period? 
A. No. There were no construction materials of any kind 
purchased during this period. 

Q. Would the same adjustment of construction costs 
have been necessary at July 17, 1909, the date the Receiver 
was appointed for McCall Ferry Power Company, as was 
necessary [19490] at December 31, 1908, in order to ac¬ 
count for the excessive materials charged to construction? 
A. Yes. 

Q. Was this adjustment ever made on the books of 
McCall Ferry Power Company or any successor? A. 
No. 
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Q. Was any part of the 35,736 barrels of cement on 
hand at December 31, 1908, ever used in construction? 
A. The Receiver used 7,852 barrels of this old cement dur¬ 
ing 1909 and charged it to construction at a reduced cost 
due to its poor quality. Penn Water also used 8,626 bar¬ 
rels of this old cement during the last four months of 1910 
and charged it to construction. 

Q. Have you, in vour original cost determination as 
reflected in Exhibit 51, allowed as plant costs the charges 
made to construction by the Receiver and by Penn Water 
for the portion of the old cement which was actually used 
in construction during 1909 and 1910? A. Yes. 

Q. Have you found any evidence indicating that the 
balance of the old cement amounting to 19,258 barrels was 
ever used in construction work? A. No. 

Q. Have you found any evidence indicating why the 
cement was not used? [19491] A. Yes, correspondence 
indicated that the cement had spoiled. 

Q. What adjustment would be necessary to your orig¬ 
inal cost determination to remove the cost of the unused 
spoiled cement? A. It would be necessary to decrease 
the original cost by at least $16,232, the amount of the dif¬ 
ference between the physical inventory of cement at De¬ 
cember 31, 1908, and the book balance of the material and 
supplies account at the same date. 

Q. In other words, in order to correctly account for 
the loss due to deteriorated cement it would be necessary 
to decrease your recommended original cost allowed by 
$16,232 instead of increasing it by $13,033 as Penn Water 
now proposes? A. Yes. 

Q. When did the deterioration of the cement take 
place? A. Memoranda in the files indicate it occurred 
during the delay caused by the suspension of work. 

Q. Did the Receiver or Penn Water purchase any 
Giant and Atlas or Union cement during 1909 or 1910? 
A. No. 
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Q. Did you, during your investigation, find any evi¬ 
dence which indicated that the firm of Harvey Fisk & Sons 
at any time controlled McCall Ferry Power Company? 
A. No. I found no such evidence or indication. The cor¬ 
respondence, documents and minutes of both McCall Ferry 
Power [19492] Company and Susquehanna Contracting 
Company and other records which I examined indicated 
only that the Fisk firm, after it came into the financing 
picture, shared in the control of McCall Ferry Power Com¬ 
pany but did not dominate or control it either alone or 
with the aid of any other interest. 

Q. Did the minutes of the Board of Directors or Ex¬ 
ecutive Committee of McCall Ferry Power Company or of 
Susquehanna Contracting Company indicate in any way 
that Harvey Fisk & Sons or W. M. Barnum were to man¬ 
age McCall Ferry Power Company or that they actually did 
manage the enterprise? A. No. There is not the slight¬ 
est indication in any of the contemporary records to that 
effect. A search of the correspondence and other records 
disclosed no management activities by the Fisk firm or by 
W. M. Barnum; nor were there any communications from 
or to Harvey Fisk & Sons or W. M. Barnum dealing with 
the management of the project. 

Q. What position did Mr. W. M. Barnum hold with 
McCall Ferry Power Company? A. Mr. W. M. Barnum 
was a member of the Board of Directors and the Executive 
Committee of McCall Ferry Dower Company. He per¬ 
formed the duties of these positions in common with the 
other members. 

Q. Who was the chairman of the McCall Ferry Power 
Company Executive Committee? A. There was no for¬ 
mal chairman, but Mr. Dimock, the [19493] president of 
McCall Ferry Power Company, was by far the most active 
member of the Committee. He was a member of most of 
the subcommittees created at various times to investigate 
particular problems. Reports and communications regard¬ 
ing management activities or problems were addressed to 
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Mr. Dimock. None were addressed to W. M. Barnum or 
to Harvey Fisk & Sons. 

Q. To what extent do the minutes of the Executive 
Committee indicate that Mr. W. M. Barnum participated 
in the committee’s activities? A. Mr. W. M. Barnum’s 
attendance at Committee meetings was listed together with 
the other members present and appeared again when he 
resigned. Aside from this Mr. Barnum’s name appeared 
in connection with the Committee’s activities only four 
times in the entire minutes. 

Q. Did Mr. W. M. Barnum state the conclusions of 
the Executive Committee as claimed by Mr. Gunn at page 
7598 of the transcript? A. No. There is no indication 
that he did. 

Q. What was the total number of Executive Committee 
meetings and how many were attended by Mr. Dimock? 
A. The Executive Committee held a total of 109 meetings 
all of which were attended by Mr. Dimock. 

Q. How many of the Executive Committee meetings 
did Mr. Hutchinson attend in his capacity as Chief Engi¬ 
neer? A. Ninety-two meetings. 

[19494] Q. How many Executive Committee meetings did 
Mr. W. M. Barnum attend? A. Eighty meetings. 

Q. What did your investigation disclose as to the man¬ 
agement of McCall Ferry Power Company? A. It dis¬ 
closed that the active management of the company was in 
the hands of its officers, particularly Mr. Dimock, the Presi¬ 
dent; Mr. Kirkland, the Vice-President and General Man¬ 
ager ; and Mr. Hutchinson, the Chief Engineer. 

Q. Who negotiated the contracts with Hugh L. Cooper 
and Sanderson & Porter for the construction of the project? 
A. These contracts were negotiated by Mr. H. F. Dimock 
and Mr. C. A. Coffin. 

Q. How were the members of the Board of Advisory 
Engineers of McCall Ferry Power Company employed? 
A. On May 12, 1905, Mr. Hutchinson wrote to Messrs. 
H. L. Cooper, F. 0. Blackwell and C. T. Main stating the 
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terms of their prospective employment. Mr. Hutchinson’s 
arrangements were ratified and confirmed by the Executive 
Committee of McCall Ferry Power Company on September 
20, 1905. 

Q. Have you found any indication in the contemporary 
correspondence, documents or records that Harvey Fisk & 
Sons were entitled to or actually did receive 17,537% shares 
of common stock of McCall Ferry Power Company? A. 
No. I found no such indication. 

[19495] Q. Did you find any record of the transfer of any 
of the ten incorporators’ shares of McCall Ferry Power 
Company from the names in which they were originally 
issued? A. The only transfer was recorded on June 22, 
1906, when six of these shares were transferred to F. W. 
Walz. 

Q. Where were construction expenditures charged on 
the books during the cessation period extending from No¬ 
vember 1, 1907, to August 1909? A. To the regular de¬ 
tailed construction accounts of McCall Ferry Power Com¬ 
pany. 

Q. Why did McCall maintain its administrative and 
construction organization during the period of cessation? 
A. It wished to keep its trained construction team intact 
for the completion of the project? 

Q. Was this goal achieved? A. No. Due to the long 
delay in obtaining additional financing the entire adminis¬ 
trative and construction forces were finally discharged with 
the exception of a few watchmen and administrative em¬ 
ployees. 

Q. Did you find any evidence that the maintenance of 
this standby administrative and construction force during 
the period of cessation resulted in any reduction of the cost 
to complete the project through any saving or any neces¬ 
sary expenditure avoided when the project was finally com¬ 
pleted by the Receiver and Penn Water? [19496] A. 
None whateve’. 

Q. Did you eliminate from the original cost of plant 
the cost of reestablishing the construction plant in 1908 for 
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the tailrace work or the cost of reopening the project in¬ 
curred by the Receiver in 1909? A. No, I did not. 

Q. Who had direct supervision of the limited amount of 
construction work done by McCall Ferry Power Company 
during 1908 ? A. Mr. J. B. Goodwin, an engineer on the 
payroll of McCall Ferry Power Company was placed in 
charge of the work. 

Q. Did Mr. Hutchinson exercise any direct supervision 
of the construction work carried on in 1908? A. No. 

Q. What was the nature of Mr. Hutchinson’s work dur¬ 
ing the cessation period? A. His work was administra¬ 
tive in character such as planning the work suspension; 
budgeting the company’s activities; planning for the future 
resumption of work and the eventual completion of the 
project; estimating plant costs, costs to complete, and 
prospective earnings; reporting on the progress of the work 
and the condition of the work, etc. 

Q. Did you find any indication in the records that the 
work done by Hutchinson during the period of cessation 
resulted in any saving or the avoidance of any necessary 
expenditure [19497] when the work was finally completed 
by the Receiver and Penn Water? A. None whatever. 

Q. Did Albert S. Crane and J. D. Mortimer prepare a 
report dated September 10, 1908 for Electric Bond and 
Share Company as to the condition of the work at McCall 
Ferry? A. Yes. 

Q. How was the balance of the Cessation Account on 
the books of McCall Ferry Power Company described in 
that report? A. The balance was described as “Loss due 
to Stoppage of Work”. 

• • • 

[19506] Q. Did Penn Water provide an office for Mr. 
Bushong during the period from 1912 to 1915? A. No. 

Q. Did your investigation indicate whether Penn Water 
by March, 1916 had acquired all the flowage rights neces¬ 
sary for its dashboard installation? A. The corre¬ 
spondence indicated that the company believed it had the 
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necessary rights for its flashboards after the acquisition of 
the Woelpper property in March, 1916 and immediately took 
steps to replace the dashboard installation. 

Q. Why did Penn Water acquire the Hiemenz, Heine 
and Harnish properties in 1920? A. These properties 
were acquired on the general [19507] recommendation of 
Carney and Lindemuth in their report of June, 1920 as a 
site for the river coal plant later built by Anthracite Pro¬ 
duction Corporation. 

Q. Why did Penn Water acquire the Vandersloot, Cole- 
manville Water and Power Company, Lancaster & York 
Furnace Street Railway Company, and Alice M. Tripple 
properties in 1921 ? A. To settle dashboard suits brought 
by these parties in the latter half of 1918. 

Q. Did these suits ever come to trial? A. No. 

Q. Were any dashboard suits filed after 1918? A. 
One suit was filed in 1929 and another in 1933. 

Q. Why did Penn Water acquire the Hiemenz property 
in 1922 and the Rineer and Martin properties in 1923? 

A. To provide further area for the river coal recovery op¬ 
erations of Anthracite Production Corporation. 

Q. Why did Penn Water acquire the Manor substation 
site? A. This site was acquired in connection with the 
Safe Harbor development. 

Q. When did the owner of the DePue property bring 
suit against Penn Water? A. In November, 1924. 

Q. How many dowage basin properties were acquired 
for the Holtwood project between 1926 and 1929? 
[19508] A. Only one property was purchased—the George 

B. Willson property acquired in 1927. 

Q. Did Penn Water undertake any construction during 
the years 1916 to 1922 ? A. Only minor work. The com¬ 
pany ’s major construction program was completed at the 
end of 1914. 

Q. What transmission lines were built between 1916 
and 1929 ? A. The Coatesville and York lines were built 
in 1923 and the Lancaster Line in 1925. 
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Q. Who acquired the rights of way for these lines? 
A. Penn Water employed several agents to acquire the 
rights of way. 

Q. Were the salaries and expenses for these agents in¬ 
cluded as a cost of constructing the lines? A. Yes. 

Q. To how many road and bridge relocations did Penn 
Water contribute from 1916 to 1929? A. Penn Water 
contributed to the replacement of the Otter Creek Bridge 
in York County in 1923 and to the relocation of a highway 
in Conestoga Township during the same year. 

Q. Mr. Newlands, do you have a copy of Simpson, 
Thacher & Bartlett’s bill for legal services which was at¬ 
tached to voucher 6892, referred to in the last paragraph on 
page 1 of Exhibit 239? [19509] A. Yes. I have a copy 

made from the original bill in the company’s files. 

Q. What does the bill indicate as to the distribution 
made by the company of the bill on its books? A. A 
handwritten notation on the bill distributes the total charge 
of $2,044.15 by assigning $1,000 to Bond Issue Expense, 
$44.15 to Flowage Basin, and $1,000 to Accounts Payable 
Suspense (Legal). 

Q. Was this distribution entered on the company’s 
books of account? A. Yes, but a later entry transferred 
the $1,000 originally charged to Accounts Payable Suspense 
(Legal) to Flowage Basin. 

Q. What was the nature of the services which the com¬ 
pany classified as Accounts Payable Suspense (Legal)? 
A. They were general legal services chargeable against in¬ 
come. 

Q. What item is classified to Flowage Basin Account 
on the bill? A. An item is called “Consideration of the 
Woelpper injunction case.” 

Mb. Hall: Mr. Examiner, I would like to have 

marked for identification a bill from Simpson, Thacher 
I & Bartlett, dated December 20, 1915. It consists of 

two photostatic pages. 
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Trial Examiner: It will be marked for identifica¬ 
tion as [19510] Exhibit No. 444. 

(The document above referred to was received and 

marked for identification as Exhibit No. 444.) 

By Mr. Hall : 

Q. Did Simpson, Thacher and Bartlett handle the trial 
or preparation of the Woelpper injunction case? A. No. 
Mr. W. U. Hensel handled the entire case for Penn Water. 

Q. Did Mr. Malone’s bills to Penn Water, referred to 
in the second paragraph on page 2 of Exhibit 239, show the 
nature of the legal services rendered by him? A. No. 

Q. Did the bills or vouchers show the basis for the dis¬ 
tribution of the fees to flowage basin? A. No. 

Q. Are there any records available showing the details 
of the work done and time spent by Mr. Malone for which 
he rendered these bills ? A. I know of none and the com¬ 
pany has given me none except a general statement by Mr. 
Bortner expressing his personal opinion as to what the 
charges represent. 

Q. Have you found any record showing that Malone 
actually negotiated the purchase of any property for Penn 
Water? A. No. 

Q. How did the company classify these legal fees in its 
[19511] original cost reclassification? A. As general 
overheads. 

Q. Have you been able to determine from the Com¬ 
pany’s records any amounts charged to Flowage Basin 
subaccounts E, River Observations; 6, 6E and 6L, Engi¬ 
neering Expenses, or 6N, 60 or 6T, Office and Miscellane¬ 
ous Expense, which resulted from and were necessary for 
the purchase of any of the properties acquired by Penn 
Water? A. No. 

Q. Have company representatives presented to you any 
evidence relating the individual charges for engineering ex¬ 
penses in the Flowage Basin account to the purchase of any 
property, describing the work done, the cost, and explaining 
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the necessity of the expenditure for the acquisition of the 
property? A. None other than a statement made by Mr. 
Bortner expressing his personal opinion as to the general 
nature of the charges in Flowage Basin Account. 

Q. Do you refer to Mr. Bortner’s statement which has 
been offered by the Company as Exhibit 237 in this case? 
A. Yes. 

Q. Where should the cost of hydrographic surveys, 
river observations, backwater observations, gauge readings, 
etc., be charged after the beginning of commercial opera¬ 
tion? A. They should be charged to operating expenses. 

Q. How should expenses incurred in connection with 
the [19512] investigation of and cost of defending against 
flooding and damage claims be treated on the books? A. 
As an operating expense. 

Q. Did you ask Mr. Bortner the nature of the duties 
assigned to the Lancaster office? A. Yes, and the infor¬ 
mation he furnished me is contained in a memoranda dated 
December 12, 1945. 

Mb. Hall : I ask to have marked for identification 
i a document consisting of five photostatic pages cap¬ 
tioned “Memorandum—Re: Lancaster Office Ex¬ 
pense,” dated December 12, 1945, 

Trial Examinee: It is marked for identification 
as Exhibit 445. 

(The document above referred to was received and 
marked for identification as Exhibit No. 445.) 

• • • 

[19517] Q. Have you investigated the items listed on Sched¬ 
ules K-l, K-2 and K-3 of Company’s Exhibit 320? A. 
Yes. 

Q. What is the character of the items listed in Sched¬ 
ule K-l? A. Except for Item No. 1, all the items on 
Schedule K-l represent necessary repair and maintenance 
work involving replacement of individual parts of equip- 
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ment or structures. Item 1 represents the replacement of 
a minor one. 

Q. Did the original entries made on the books for these 
transactions represent an accepted accounting practice at 
the time of the entry? A. Yes. 

Q. Did the company in making its calculations of bet¬ 
terments on Schedule K-l use current price quotations as 
at the date of replacement for the old parts being replaced? 
A. No. With the possible exception of one item, the com¬ 
pany resorted to estimates arrived at by trending the cost 
of the old item to the year of replacement by means of 
commodity price indices. In some cases where the item 
being replaced represented a part of a machine bought as a 
unit, even the original cost of the old part had to be esti¬ 
mated. 

Q. Are commodity price indices an accurate measure 
of the current price of replacement parts for old equipment? 
[19518] A. No. 

Q. What is the character of the items listed on Schedule 
K-2? A. These items represent mainly straight main¬ 
tenance and repair work but include some relocation and 
rearrangement work and a few replacements. 

Q. Did the original entries made on the books for these 
transactions represent an accepted accounting practice at 
the time of the entry? A. Yes. 

Q. Which items represent relocations or rearrange¬ 
ments of equipment ? A. Items 6,11,18 and 20. 

Q. Is the cost of relocating or rearranging equipment 
a proper charge to plant account? A. No. 

Q. Has the company capitalized any part of the cost of 
relocation of Items 6, 11, 18 and 20? A. Yes, the com¬ 
pany capitalized $2,900 of the cost of relocating the Low- 
Tension Bus Reactors and $11,000 in connection with the 
modification of the pull boxes. 

[19519] Q. Were any substantial additions of new equip¬ 
ment made in connection with the relocation of Items 11 and 
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IS? A. No, the material used was primarily to replace 
existing facilities. 

Q. Do you recommend that any additional amount be 
added to plant account as a result of these relocations listed 
on Schedule K-2? A. No. If any adjustment is made 
the amount already charged to plant account should be ma¬ 
terially reduced. 

Q. Which items listed on Schedule K-2 are replace¬ 
ments of previously existing items of equipment? A. 
Items 4, 8 and 19. 

Q. What is the proper accounting for the item of al¬ 
terations to leased premises, Item 21? A. It was prop¬ 
erly charged to operations when incurred. 

Q. Were the construction plant buildings listed at Item 
26 used in the company’s operations? A. Yes, they were 
used in the company’s operations until 1928 when they were 
replaced by permanent stores and shops buildings which 
were erected at that time. 

Q. What do the rest of the items on Schedule K-2 rep¬ 
resent? A. They are all maintenance and repair items. 

Q. Do you recommend that the company be allowed to 
add to plant account the items listed on Schedules K-l and 
K-2? [19520] A. No. They vrere properly treated as 

repair and maintenance items when incurred. 

Q. Is there any precise accounting standard which de¬ 
termines what portion of minor replacements or repair 
and maintenance work, if any, shall be treated as a better¬ 
ment or capital addition? A. No, the determination of 
what portion, if any, of items of this nature should be 
added to plant account is largely a matter of managerial 
judgment which varies from company to company and from 
period to period. So long as the policy adopted results 
in a reasonable statement of operating expenses and plant 
costs it is acceptable under accounting standards. As a 
general rule great caution should be exercised in the 
capitalization of items of this nature. 
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Q. In your opinion, is it proper accounting practice to 
review and change decisions of this nature made previously 
in accordance with accepted accounting practices and to 
adjust the books retroactively to agree with the latest 
policy. A. No, such reaccounting would seriously violate 
sound accounting principles. 

Q. What is the character of the items listed on 
Schedule K-3? A. These items represent replacements 
of existing facilities made prior to the time the company 
began recording retirements of property on its books or 
during the period [19521] immediately following when the 
change to a retirement policy was being effected. Prior 
to the adoption of the policy of recording retirements, the 
cost of replacing facilities was charged by the company to 
the depreciation reserve or to operating expense in lieu 
of removing the cost of the old facility from plant account 
and adding the cost of the new. 

Q. Did the entries made on the books for these trans¬ 
actions represent an accepted accounting practice at the 
time of the entries? A. Yes. 

Q. Do you recommend that the items be reaccounted 
for as proposed by the Company? A. No. The items 
were accounted for properly when the entries were made 
and should not be subject to a later reaccounting. The 
original accounting for item 2, covering the repaving of 
tailbays 5 and 6 in order to fill in the eroded rock surface 
of the tailbays, and item 13, covering the relocation of the 
railroad track into the hydro station, is preferable to the 
reaccounting proposed by the company in Exhibit 320. 

• • m 

[19527] Q. I show you a tabulation entitled “Consolidated 
Balance Sheet, December 31, 1946, Per Books and As Ad¬ 
justed. ” Was this statement prepared by you? A. Yes, 
this statement was prepared by me from the books and 
records of the Company. 
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Mr. Hall : Mr. Examiner, I would like to offer this 
document entitled * * Consolidated Balance Sheet, De¬ 
cember 31,1946, Per Books and As Adjusted ’ * for iden¬ 
tification. 

T rial Examiner: The document may be marked 
as Exhibit Number 449 for identification. 

(The Document referred to was marked for iden¬ 
tification as Exhibit Number 449.) 

By Mr. Hall: 

Q. Will you describe the statment just identified! 
A. The statement just identified is a consolidated balance 
sheet of Pennsylvania Water and Power Company and its 
wholly owned subsidiary, Susquehanna Transmission Com¬ 
pany of Maryland, as at December 31, 1946, and shows the 
financial position of [19528] the companies at that date on 
a consolidated basis. The first column shows the balances 
per books. The second column shows the examiners’ ad¬ 
justments on a basis consistent with the adjustments made 
by the examiners at December 31, 1945 as shown by Ex¬ 
hibit 51. The third column shows the adjusted balances. 

Q. I show you a tabulation entitled “Summary of 
Construction Work in Progress (Consolidated), as at De¬ 
cember 31, 1946/’ Was this statement prepared by you! 
A. Yes, this statement was prepared by me from the books 
and records of the Company. 

Mr. Hall : Mr. Examiner I would like to offer this 
document entitled “Summary of Construction Work 
in Progress (Consolidated), As at December 31, 1946” 
for identification. 

Trial Examiner: The document may be marked 
for identification as Exhibit Number 450. 

! (The Document referred to was marked for identi¬ 

fication as Exhibit Number 450.) 
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By Mr. Hall: 

Q. Will you please describe the statement just identi¬ 
fied? A. The statement just identified contains a list of 
the construction work in progress at December 31,1946, for 
Pennsylvania Water & Power Company and Susquehanna 
Transmission Company of Maryland as shown by the books. 

• • # 

[19561] Cross-Examination. 

By Mr. King: 

• • • 

Q. Now, Mr. Newlands, will you please refer to the 
portion of your rebuttal testimony covering the loss in 
materials and supplies? I believe it is page 19488 of the 
transcript. Do you have that before you? A. No, I 
haven’t. 

Q. Would you secure a copy of the transcript so I can 
keep my copy before me? [19562] A. Yes, sir. I have 
it. 

« • • 

By Mr. King : 

Q. Mr. Newlands, do you know that the 8,626 barrels 
of cement referred to by you at transcript 19490, line 11, 
were Union cement? A. The records that I saw didn’t 
indicate clearly, but I think that was indicated by what I 
did have available. 

Q. Are you aware of the fact that the mixer plant of 
the company was destroyed by fire on July 31,1911 ? A. 
Yes. 

Q. Are you aware of the fact that there were approxi¬ 
mately 21,000 bags of Union cement destroyed by that fire? 
A. I was aware that there were 21,000 bags of cement. I 
was not aware that it was destroyed by fire, however. The 
correspondence indicates that the fire didn’t harm the 
cement. 

Q. Did not? A. That is right. 
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Q. I show you a document entitled ‘ ‘ Schedule of prop¬ 
erty of Pennsylvania Water and Power Company, McCall 
[19563] Ferry, Pennsylvania, fire of July 31, 1911,” and 
ask you to turn to page 3 of that document and ascertain 
whether or not the company claimed the loss of 21,000 bags 
of Union cement. 

• # • 

Trial Examiner: What is this document? 

Mr. King : That is a copy, I believe, of the claim to 
the insurance company by the company in connection 
with the loss as a result of the fire which destroyed 
the mixer plant. 

Trial Examiner : When was that filed with the in¬ 
surance company? 

Mr. King : July 31, 1911. 

Mr. Goldberg : Mr. Examiner, we object to the use 
of this document. On its face it does not show that 
it is a [19564] claim that was filed with an insurance 
company. It is merely entitled “Schedule of the prop¬ 
erty of Pennsylvania Water and Power Company.” 
No foundation has been laid showing that the witness 
' is familiar with this document, nor has there been any 
showing of relevance to the periods of time which the 
witness Newlands is dealing with. This is dealing with 
a fire of July 31, 1911, and referring to the testimony, 
the witness Newlands is referring to an inventory made 
at December 31, 1908. The other dates I see are the 
date of the appointment of the receiver, July 17, 1909, 
and both the dates I have referred to are long before 
July 31, 1911, and we submit there isn’t any showing 
of relevancy. 

Trial Examiner: What is Respondents’ counsel’s 
reply to that? 

Mr. King : Might I ask a question or two more of 
i the witness before I answer, your Honor? I think- it 
may clear the situation up. 
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Trial Examiner: Yes. 

By Mr. King: 

Q. Mr. Newlands, where did you get the information 
that enables you to recollect a reference to 21,000 bags of 
Union cement? A. There are several letters in the file 
containing a reference to it. 

[19565] Q. And did you examine that file yourself, per¬ 
sonally? A. Yes, sir. 

Q. From which those letters came? A. Yes. 

Q. And was not the document that I have heretofore 
handed you included in that file? A. I don’t recollect. 
It may have been. 

Q. But you just didn’t see it? A. I don’t recall 

now. 

Q. Whether you saw it or not? A. That is right. 

Q. You do know, however, do you not, that there were 

21,000 bags of Union cement destroyed by fire? 

• * • 

A. The correspondence I saw indicated that a claim 
had been made on the insurance company for damaged 
cement, and that the insurance company had protested it 
and said that the heat from the fire would not damage 
[19566] the cement, and that the company was willing to 
accede to that statement by the insurance company. 

By Mr. King: 

Q. Do you know whether there was a credit to the 
cement account? 

• • • 

A. No, I don’t know. 

By Mr. King: 

Q. You don’t know that? A. No. 

Trial Examiner: How do you connect up the 
18,490 barrels of cement included in the inventory of 
December 31, 1908, with the 21,000 bags or barrels 
contained in that insurance claim? 
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Me. King: I was going to go ahead and do that, 
Mr. Examiner. 

Trial Examinee: All right. 

Mr. Hall: Did you intend, Mr. Examiner, to re¬ 
fer to 35,736 barrels or only to the Union cement? 

T -rtat. Examiner: Only to the Union cement. The 
21,000 related only to Union, didn’t it? 

Mr. King: Yes. 

Bv Mr. Ejng: 

[19567] Q. Mr. Newlands, do you know how many barrels 
are represented by 21,000 bags of cement? A. It depends 
on the type of cement. 

i Q. Union cement. A. I believe it was three bags to 
a barrel, or 7,000 barrels. 

Q. 7,000? A. Yes. 

Q. Assuming that the fire did destroy 7,000 barrels 
of Union cement, should not your 19,258 barrels referred 
to at transcript 19490 be reduced by that amount, to 12,258 
barrels ? 

• • • 

A. You are referring now to line 20 of page 19490? 
Bv Mr. King: 

ml 

Q. Line 21. [19568] A. No, I see no reason for re¬ 

ducing that 19,258 barrels by 7,000 barrels. 

i Q. Assuming that 7,000 barrels were destroyed by fire ? 
A. Even assuming that the 7,000 barrels had been de¬ 
stroyed, which is contrary to the facts as I have found 
them. 

Q. You wouldn’t reduce, even though that were so, the 
19,25S barrels? 

• • • 

A. I would not reduce that number of barrels. 

By Mr. King: 

Q. Why not, Mr. Newlands? A. Because there is no 
reason to. 
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Q. The 19,258 barrels includes both types of cement, 
namely, Union and Giant and Atlas, does it not? A. I 
presume it does, yes. There is not a very clear indication 
of what types of cement are left, or how much of each is 
left, but I presume that it includes both types. 

Q. If it does include both types, and there was a loss 
of 7,000 barrels, why wouldn’t it be deducted from your 
figure of 19,258 barrels? 

[19569] Mr. Goldberg: May I have the question? 

Trial Examiner: Read it. 

(Question read.) 

A. I apparently don’t understand what you are get¬ 
ting at. 

By Mr. King: 

Q. The 7,000 barrels should be a construction loss, 
should they not, assuming they were destroyed ? A. Cer¬ 
tainly not. 

Q. What would you do with it? A. It had nothing 
to do with construction. It would be an operating loss. 

Q. How would you handle the loss of 7,000 barrels? 
A. It would be charged off as an operating expense. Cer¬ 
tainly it isn’t a construction loss. 

Q. At a time when the company was not operating? 
A. The company was operating in 1911. 

Q. Assuming the company was not operating, would 
that be the manner in which you would handle the loss of 
7,000 barrels? 

• • • 

[19570] A. Based on your assumption, I still do not believe 
that a loss of cement due to a fire is a proper construction 
cost. 

By Mr. Bong: 

Q. How would you handle it? A. In the first place, 
it should have been insured against, and insurance re¬ 
covered, so there would have been no loss, if that were the 
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case. If there were such a loss, and the company were 
not operating, it would be a charge against surplus. All 
losses occurring during a construction period are not a 
construction cost. 

Q. Now, Mr. Newlands, do you know how many barrels 
of cement were used by McCall Ferry Power Company for 
construction ? 

• • • 

[19571] Mr. King: Beginning with the beginning of con¬ 
struction and continuing to July 16, 1909. 

i • • 

A. I believe the company has prepared some statistics 

in that regard, and I don’t know’ w’hether it covered that 

particular period or not, but I believe it did. 

Bv Mr. King: 

Q. Do you know how T many barrels were used in that 
particular period? A. Not offhand, no. 

Q. In your opinion, what would be a reasonable per¬ 
centage of loss due to spoilage and other causes on a 
[19572] project of this size and character? A. I don’t 
know, but it certainly wouldn’t amount to any such spoilage 
as occurred in this case. 

Q. Have you any idea as to what a reasonable per¬ 
centage of loss wmuld be? 

• • • 

A. No, I have no exact percentage in mind, except 
that it would be relatively small. It would not be in any 
way comparable to the loss that occurred in this particular 
instance. 

By Mr. King: 

Q. What do you mean by “relatively small,” Mr. New¬ 
lands? A. Not more than a few percent. 

Q. I beg your pardon? A. Not more than a few 
percent. 

Q. A few percent? A. That is right. 
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Q. What do you mean by * ‘ a few percent ’ 1 ? A. Oh, 
less than, say, 4 percent. 

[19573] Q. Will you assume, Mr. Newlands, that during 
the period I mentioned to you, there were 263,000 barrels 
of cement used? Now, as I understand it, you believe that 
a reasonable loss for spoilage would be about 4 percent of 
that? How many barrels would that amount to? A. I 
said less than 4 percent. 

Q. All right. How many barrels would you think 
would represent a reasonable spoilage of 363,000 barrels? 
A. Did you say 363,000 or 263,000 ? 

Q. 263,000 barrels. Excuse me. A. In my opinion, 
not more than, at the most, a thousand bags, and that is 
considerably less than 4 percent. 

Q. A thousand bags. How many barrels is that? A. 
Well, is your 263,000 barrels or bags? 

Q. Yes, 263,000 barrels. A. Less than a thousand 
barrels. And that would be a very generous estimate. 

Q. How many percent is a thousand barrels of 263,000 
barrels ? A. It is less than a half of 1 percent. 

Q. WTiy do you think less than a half of 1 percent is 
a reasonable spoilage here, when you indicated a percent¬ 
age of 4 percent a little earlier? 

# • • 

[19574] A. It depends a great deal on the amount of cement 
used. If a small amount of cement is used on jobs that 
are scattered all over, you will have a greater loss than 
otherwise. If you are using a great quantity of cement, 
spoilage can be kept down. 

By Mb. King: 

Q. Have you had any experience in the use of cement, 
Mr. Newlands? A. Well, I have had some knowledge of 
the construction of a reinforced cement building. 

Q. Is that the only experience you have? A. That 
is right. The spoilage in cement, by the way, that would 
have occurred during a construction period, would have 
been included in the cement already charged to construe- 
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tion. It is not included in the 30,000-odd barrels that were 
left. That was good cement, supposedly, that was on hand, 
and was inventoried. But cement that had already spoiled 
during the construction period was charged to construction 
and is still in construction costs. 

Q. Mr. Newlands, is it not a fact that some of the 
19,258 barrels referred to by you may have been used in 
[19575] construction? A. No. I saw no indication that 
would indicate that that had ever been used in construction. 

Q. Do you know that it wasn’t used? A. I am pretty 
certain of it. There is nothing to indicate that it has been 
used. 

1 Q. And is there anything to indicate that it had been 
used? A. There is nothing to indicate that that cement 
had been used. There is considerable correspondence to 
indicate that it had spoiled, and couldn’t be used. 

Q. Mr. Newlands, do you have Exhibit 320 for identifi¬ 
cation before you? A. Yes, I have it. 

Q. Will you refer to Item 11, Schedule H? A. Yes. 
i Q. Do you dispute the fact that this loss in the amount 
of $8,970.34, shown there, was due to a writedown in value 
of the cement by the receiver from $1.73 per barrel to 
5 8% cents per barrel? 

• # • 

[19576] A. The records of the receiver show that that 
cement had originally been set up on the books at $1.73 a 
barrel, and subsequently had been written down to, I think 
58^> cents a barrel due to the fact that it was not in the 
best of condition. 

By Mr. King: 

Q. The amount of the reduction that you have just 
spoken of applied to 7,852 barrels of cement; isn’t that 
true? A. That is correct. 

Q. Do you dispute the fact that this cement was ac¬ 
tually used in construction? [19577] A. No; the 7,852 
barrels was used in construction. 
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Q. Mr. Newlands, will you please turn to the portion 
of your rebuttal testimony having to do with the arms’ 
length transactions between McCall Ferry and Fisk? 1 
believe it appears at transcript 19491. Rather it begins 
at that page. Do you have that before you? A. Yes. 

Q. I direct your attention to that portion of your an¬ 
swer which appears on line 24 on that page, which is as 
follows: “No, I found no such evidence or indication.” 

Do you mean by that sentence that you determined 
whether or not there was any evidence in existence con¬ 
cerning this arms’ length transaction? A. Which arms’ 
length transaction are you talking about? 

Q. The one you are talking about, beginning on page 
19491. A. I don’t know of any arms’ length transaction 
here. 

Q. The question was asked you, at line 21: 

11 Did you, during your investigation, find any evidence 
which indicated that the firm of Harvey Fisk at any time 
controlled McCall Ferry Power Company?” that was the 
question. 

I want to know whether or not in that portion of the 
answer which I have just quoted you meant that you 
[19578] determined there was no evidence of that fact. Is 
that what you mean by that answer? A. That is right. 
The correspondence and the records I examined gave no 
indication that Harvey Fisk & Sons controlled McCall 
Ferry Power Company. 

Q. You said you found no evidence of that fact. My 
question is: is that your opinion as to whether there was 
any evidence or not, alone? Or did you receive any legal 
advice from Mr. Goldberg or anybody else? A. No, that 
was my opinion. 

Q. What do you mean by the word “evidence,” Mr. 
Newlands? Are you referring to what has been introduced 
in this case when you refer to evidence? A. No, I am 
referring to all of the records and memoranda which I have 
examined. The fifteen filing cabinets and the minutes. 
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Q. Does that description “all of the evidence,” in¬ 
clude the evidence on original cost introduced in this pro¬ 
ceeding? A. That is correct. 

Q. When you made that statement to which I have 
just referred, namely, “I have found no such evidence or 
indication,” did you have in mind Part 14 of Exhibit 27, 
in this case? And 1 will present that to you. 

• • • 

[19579] By Mr. King: 

Q. Part 14 of Exhibit 27. 

Trial Examiner: What is that? 

Mr. King: That is a letter from Houseman to 

Messrs. Harvey Fisk & Sons, Bankers, New York, New 

York, dated April 18, 1905. 

Bv Mr. King: 

Q. Would you examine that, Mr. Newlands, and tell 
me whether you had that statement in mind when you made 
the answrer I have just referred to? A. Yes, I had this 
letter in mind. 

Q. I have particular reference to the next to the last 
paragraph of that letter, Mr. Newlands, on page 117 of 
Exhibit 27, which is to the effect that the writer, Mr. House¬ 
man, states that he is writing this letter to Fisk & Sons 
somewhat in detail for the reason that Fisk’s interests on 
the river are apparently in conflict “with our plans, which 
W’ere being worked out on the river long before Dr. Hutch¬ 
ison had acquired any property rights there.” [19580] 
That is the paragraph that I had reference to. 

• • • 

[19581] By Mr. King: 

Q. Did you have that in mind when you made the state¬ 
ment that there was no evidence? A. Yes, I had that in 
mind. Houseman was in no position to know who con¬ 
trolled McCall Ferry Power Company. 
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Q. In your opinion, you mean? A. As shown by the 
records that I have examined and as shown by the other 
correspondence in the files. 

Q. In your opinion? A. It would have to neces¬ 
sarily be my opinion. 

Q. When you made that statement to which I have 
just referred, at line 24 of transcript 19491, did you have 
in mind the affidavits of Mr. Hutchison and Mr. Fisk, which 
appear in Exhibit 27 ? A. Yes, I had those in mind. 

Q. Having them in mind, you still made the statement, 
at line 24, transcript 19491; is that correct ? A. That is 
correct. I believe the actual records of the events as they 
happened in 1905 are a better indication than an affidavit 

made 30 to 40 years later by a man- 

• • • 

[19582] By Mb. King: 

Q. You just stated that you thought other evidence was 
better than the Fisk and Hutchison affidavits. Is that what 
you mean by the quotation “I found no such evidence or 
indication ’ ’ ? 

• • « 

The Witness : My quotation indicates that there is no 
evidence that Harvey Fisk and Sons controlled McCall 
Ferry Power Company. It does not indicate that there is 
no evidence that Harvey Fisk and Sons didn’t control it. 
As a matter of fact, there are letters in evidence which 
indicate that the control was a mutual affair by the five 
interests. 

Mr. King : Might we have the question and answer 

read? I don’t believe the answer is responsive, Mr. 

Examiner. 

Trial Examiner: Yes. 

(Question and answer read.) 

Mr. King: I move the answer be stricken and the 

witness be directed to give a responsive answer. 
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Trial Examiner : Read the question, please. 

(Question read.) 

Mr. King : The point is, if your Honor please, that 
the [19583] prior statement indicates that the answer 
on line 24 is now a little incorrect. 

Trial Examiner : I think the answer could be more 
responsive in form. Answer the question, Mr. Witness, 
with whatever explanation you deem necessary. 

i The Witness: May I have the question again? 

Trial Examiner: Yes. 

(Question read.) 

The Witness: No, my quotation was not directed to 
answering a question such as the one you have just put 
to me. It was directed to the point that there was no evi¬ 
dence in the files that Harvey Fisk and Sons controlled 
McCall Ferry Power Company. There is evidence in the 
files that the five interests mutually controlled McCall Ferry 
Power Company. 

By Mr. King: 

Q. There is also evidence in the files in the form of the 
Fisk affidavit and Hutchison affidavit that Fisk did control 
the enterprise; isn’t that correct? A. That was not con¬ 
temporary evidence. 

Q. I didn’t ask you that. 

Mr. King : Mr. Examiner, I ask that the witness be 
directed to answer responsively the question put. 

Mr. Goldberg: I think the difficulty is in the form 
of the question. Is he asking the witness whether the 
witness assessed one document against another docu- 
i ment and decided [19584] that one, in his opinion, was 
entitled to more weight than the other one? If that is 
the question I think it will eliminate the difficulty. 
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Mr. King : I think that is a perfectly simple ques¬ 
tion. 


Trial Examiner: You may answer, Mr. Witness. 

The Witness: There have been statements filed by the 
Company, obtained from these persons, to that effect which 
are at variance with the actual facts as I found them in the 
files. 

By Mr. King: 

Q. So, then, you have come to the conclusion, in giving 
the answer on line 24 of transcript 19,491, that those affi¬ 
davits are not evidence and not entitled to any considera¬ 
tion; is that correct? A. I believe those affidavits do not 
correspond to the actual facts of the situation and there¬ 
fore should be given no consideration. 

Q. Did you take any legal advice in coming to that 
conclusion? A. No. That is my own opinion. 

Q. Now, Mr. Newlands, in making the statement to 
which I have just referred, at line 24, transcript 19,491, did 
you [19585] have in mind the Hopkins affidavit, Part 24, 
of Exhibit 27? I believe you have Exhibit 27 before you. 
A. Yes, I had that affidavit in mind. 

Q. And you considered that that was not proper evi¬ 
dence, in your opinion. Is that right? A. Well, I would 
have to read it to find what it states about control there. 

Q. Will you please do so? A. Yes, sir. (Witness 
reads document.) Yes, I had that letter in mind. 

Q. And you considered that was not proper evidence 
in coming to your conclusion at line 24 of transcript 19,491; 
is that right ? A. I considered that it conflicted with the 
actual facts as I had discovered them. 

Q. Did Mr. Hopkins’ statement that Coudert Bros., as 
counsel, were replaced by Simpson, Thacher and Bartlett 
conflict with the actual evidence, in your opinion? A. I 
don’t know what connotation the word “replaced”, there, 
has. I know that Simpson, Thacher and Bartlett became 
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counsel for McCall Ferry Power Company—one of tlie coun¬ 
sel. 

Q. But that doesn’t conflict, then, with the evidence in 
the case; is that right ? A. Coudert Bros, had never been 
counsel for McCall [19586] Ferry Power Company. 

Q. Had they been for Hutchison? A. Semple had. 

Q. Well, he was a member of the firm of Coudert Bros., 
wasn’t he? A. He was associated with Coudert Bros. I 
don’t know whether he was a member of the firm or not. 

Q. You had that fact in mind when you made the state¬ 
ment we are discussing? A. Yes. A change in counsel 
doesn’t indicate control, by any means. 

Q. To you. Is that correct? A. It doesn’t mean it 
to me, and it is my belief it doesn’t mean it to anybody. 
But of course- 

• # # 

[19587] By Mr. King: 

Q. Mr. Hopkins, who signed the affidavit now in front 
of you, Mr. Newlands, was a director of the Susquehanna 
Power Company, was he not? A. Yes, I believe he was. 

Q. I’m sorry. I said Susquehanna Power Company. I 
meant Contracting Company. That is what you meant, too, 
wasn’t it? A. Yes, I meant Contracting Company. 

Q. And he owned, or held, one share of the stock of 
that Company, did he not? A. I believe that is correct. 

Q. Mr. A. P. Bartlett held three shares of the stock of 
that Company, did he not? A. I believe he held some 
shares. I don’t know the exact amount. 

Q. And he was a brother of Mr. P. G. Bartlett of 
Messrs. Simpson, Thacher and Bartlett; isn’t that correct? 
A. I don’t know that. 

Q. Mr. Newlands, do you know whether or not Mr. 
Fisk was present at the executive committee meeting at 
which the Cooper contract was approved and authorized to 
be executed? A. No, I don’t know that. 

Q. I show you page 4 of the minutes of the executive 
committee and ask you to examine them and tell me whether 
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or [19588] not they show that Mr. Fisk was present. A. 
The minutes of the executive committee of McCall Ferry 
Power Company, dated October 18, 1905, state that the 

president reported that pursuant- 

Q. I only want to know whether they show that Mr. 
Fisk was present. That is a simple question, Mr. Newlands. 
A. You also asked me whether the particular minutes cov¬ 
ered the approval of Mr. Cooper’s contract- 

Q. Will you answer the question, first, as to whether 
Mr. Fisk was present or not? 

• « # 

The Witness: The minutes of the executive committee 
of McCall Ferry Power Company, dated October 18, 1905, 
state that the president reported that, “pursuant to the au¬ 
thority heretofore given, he and Mr. Coffin had agreed with 
Mr. Cooper upon the terms of a contract to be entered into 
for securing the services of the latter in the construction of 
a dam,” etc., at McCall Ferry. 

[19589] The minutes also indicate that Messrs. Dimock, 
Parsons, Coffin and Bertron, of the Committee, and, by re¬ 
quest, Messrs. Fisk, Lane and Hutchinson—were present. 

By Mr. King: 

Q. You didn’t read it all, Mr. Newlands. I hope you 
didn’t fail to do so purposely. 

The minutes also indicate that “the president is hereby 
authorized and directed to execute on behalf of this Com¬ 
pany a contract substantially in the form submitted at this 
meeting.” A. That is correct. 

Mr. Goldberg: He did try to read, but you didn’t 
like it. Then, when he did read it, you thought he 
hadn’t read enough. 

Mr. King : That is right. I still didn’t like it. 
Trial Examiner: All right, that’s enough. 
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By Mr. King : 

1 Q. Until December 6, 1905, Mr. Newlands, the execu¬ 
tive committee meetings were held at Fisk’s New York 
office; is that correct? A. I don’t know that to be the 
ca.se. 

Q. I show you the original minutes of October 4, 1905, 
and ask you if the first paragraph of them does not indi¬ 
cate that the meeting was held at No. 62 Cedar Street, New 
York City. 

• • • 

[19590] The Witness: Yes, the minutes of October 4 indi¬ 
cate that that is so. 

By Mr. King : 

Q. Will you look through the book, from the minutes 
on October 4 on, and see if that same address does not ap¬ 
pear until the minutes of December, 1905? 

• # • 

The Witness: The minutes of the executive committee 
from October 4, 1905 to and including December 6, 1905— 
including some dozen or so [19591] meetings—apparently 
were all held at No. 62 Cedar Street. 

By Mr. King: 

Q. Will you turn to Exhibit 27, which you have before 
you, on pages 158 to 160. Do you have that before you? 
A. Yes, sir. 

Q. The first letter, on page 158 of Exhibit 27, is ad¬ 
dressed to Harvey Fisk and Sons at 62 Cedar Street; isn’t 
that correct? A. That is correct. That, of course, 
doesn’t indicate that there weren’t other firms at 62 Cedar 
Street besides Harvey Fisk. 

Q. It indicates that he was at 62 Cedar Street, and 
these minutes indicate that the meetings were held at 62 
Cedar Street. A. It doesn’t indicate that that was Har¬ 
vey Fisk and Sons’ offices. 
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Q. Do you. deny that Harvey Fisk’s office was at 62 
Cedar Street? 

• • • 

[19592] The Witness: I have made no check as to exactly 
where Harvey Fisk was located. Some of the letters ad¬ 
dressed to them are addressed to 62 Cedar Street. 

By Mr. King: 

Q. One of those appears at page 158 of Exhibit 27 
that you have just looked at; isn’t that correct ? A. That 
is correct. 

Q. Another one appears at page 160 of the same ex¬ 
hibit. That is correct, is it not? A. That is correct. 

• • • 

[19594] By Mr. King: 

Q. Before lunch, Mr. Newlands, you made reference to 
five interests at McCall Ferry. Will you name the interests 
you had in mind? A. Harvey Fisk and Sons; Bertron, 
Storrs and Griscom; Lee Higginson and Company; C. A. 
Coffin and the Hutchinson interests. 

Q. Did any of those five, except Fisk, have an office 
at 62 Cedar Street, New York? A. I don’t know where 
their offices were located, with the exception of McCall 
Ferry Power Company, which had an office at 60 Wall Street 
late in the year. 

Q. But not at 62 Cedar Street? A. Their general 
office was at 60 Wall Street. 

Q. Will you please turn to transcript page 19,495 ? In 
line 5 thereof you referred to a Mr. F. W. Walz. Do you 
know, as a matter of fact, that he was associated with 
Harvey Fisk? [19595] A. No, I do not. 

Q. Mr. Newlands, I show you a letter dated March 21, 
1908, taken from the general letter book number 4 of the 
Company, and ask you to look at that and see if that does 
not indicate that that letter was written to Mr. F. W. Walz 
at Harvey Fisk and Sons, 62 Cedar Street, New York City. 
A. This letter apparently dated March 21, 1908, is from 
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H. F. Dimock to F. W. Walz, Esquire, Messrs. Harvey Fisk 
and Sons, 62 Cedar Street, New York City. 

• i • 

Trial Examiner : Is there any objection to copying 
that short letter in the transcript? 

• • • 

March 21, 1908. 

F. W. Walz, Esq., 

Messrs. Harvey Fisk and Sons, 

62 Cedar Street, 

New York City, N. Y. 

[19596] Dear Sir: 

At William Henry Barnum’s request I return you 
herewith the stock certificate book of the common stock 
of the McCall Ferry Power Company, and have signed, 
as he requested, in blank, two certified copies, 26 and 
27, and have had the seal of the Company placed 
thereon. 

' /s/ H. F. Dimock, 

President. 

By Mr. King : 

Q. Mr. Newlands, do you know whether Mr. Hutchin¬ 
son exercised at any time during the construction of the 
McCall Ferry Power Company project any direct super¬ 
vision of the work? A. No. The direct construction 
work was under the supervision of Mr. Value, as assistant 
of Mr. Cooper. He was replaced by Mr. J. B. Goodwin 
when Value left, in November of 1907. 

Q. Isn’t it a fact— Had you finished? A. Yes. 

Q. Isn’t it a fact, Mr. Newlands, that both Hutchinson 
and the administrative force at the McCall project both 
■worked on drawings during the so-called cessation period? 

• • • 

[19597] The Witness: No, that is not a fact. 
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By Mb. King : 

Q. Yon say that is not a fact? A. No. 

Q. Mr. Newlands, do yon know, as a matter of fact, 
that Hutchinson and the administrative force worked on 
drawings in New York City, which drawings had to do with 
the construction of the project, during the cessation period? 
A. No. Hutchinson and the administrative force at New 
York City didn’t work on drawings. The drawings were 
prepared by Cooper’s force in New York City and Sander¬ 
son and Porter’s force in New York City. 

Q. And your position is that Hutchinson and his ad¬ 
ministrative force performed no work in connection with 
any of those drawings ? A. Except as the drawings were 
completed they may have passed through their hands. They 
probably did. They might want to inspect them. 

[19598] Q. What would these pass through their hands for? 
For checking, would they not, and correlating them, and 
O. K.’ing them? A. Not necessarily, no. 

Q. What do you mean by “not necessarily”? Do you 
know, as a matter of fact, that Hutchinson and his admin¬ 
istrative force never passed on the advisibility of these 
drawings, and never tried to correlate them? A. I have 
seen no indication that Hutchinson and his administrative 
force in New York passed on those drawings in detail after 
Cooper’s force had finished with them. 

Q. Did they pass on them in any way? 

Mb. Goldbeeg: Just a minute. Let the witness 

finish. 

A. I have seen indications that some of those drawings 
passed through the hands of Hutchinson. W^hat he did with 
them, I don’t know. But it is not my understanding that he 
actually inspected those drawings for final approval. As 
a matter of fact, it would be very improbable that he did 
inspect all the detailed drawings for final approval. All 
he would handle would be the general over-all plan. 
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By Mr. King: 

Q. Do I understand you to mean that you found noth¬ 
ing that would indicate whether Hutchinson and his ad¬ 
ministrative force passed on these drawings or not! 
[19599] A. To the extent that I have mentioned that some 
of them passed through their hands, I have seen that. 

Q. Will you please turn to transcript page 19,512! 
A. Yes, sir. 


[19603] By Mb. King: 

Q. Mr. Newlands, I refer to the question at line 24, 
transcript 19,517, where, in effect, you say that commodity 
price indices are not an accurate measure of the current 
price of replacement parts for old equipment. I want to 
know what you consider to he an accurate measurement. 
A„ The actual price of the part itself. The market [19604] 
price. 

Q. Suppose the duplicate of the part is not available. 
A. Then, I wouldn’t attempt to capitalize anything in con¬ 
nection with a debatable item of this sort. That merely 
compounds a felony. 

Q. You mean because there is no duplicate item avail¬ 
able, you quit; is that right? A. No. I mean that items 
of this sort are of debatable worth in any case, as a capital 
item. That if you haven’t got exact figures to indicate what 
portion should be capitalized, then, no portion should be 
capitalized. 

Q. So your position is that if it should happen that 
there is not any duplicate of the original part available, you 
shouldn’t capitalize anything; is that right! 

• # • 

A. I didn’t say that. I said that these items are de¬ 
batable capital items in any case, and that where you can¬ 
not have exact figures, you shouldn’t attempt to capitalize 
any portion of them. 
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By Me. King: 

Q. Mr. Newlands, will yon turn to page 50 of the Uni¬ 
form System of Accounts of the Commission? I direct 
[19605] your attention to the last three lines of subpara¬ 
graph 3 on page 50 reading as follows: 

‘‘The excess cost of the replacement over the esti¬ 
mated cost at current prices of replacing without bet¬ 
terment, shall be charged to the appropriate electric 
plant account. ’ * 

What do you understand the words ‘ ‘ the estimated cost 
at current prices” to mean? A. That means the cost of 
replacement, using the actual cost of the old parts, plus the 
estimated labor cost of replacing, which would be very close 
to the cost of putting in, of course, the new part. That 
would be an exceedingly close approximation. It wouldn’t 
correspond to price indices, however. 

Q. What if a duplicate part were not available ? What 
would this mean. 

• • • 

[19606] A. I have already stated my answer to that. I 
believe that in that case you shouldn’t attempt to capitalize 
any portion of it. 

By Mb. King: 

Q. Do you think that is what the language I have just 
quoted you on page 50 of the Uniform System of Accounts 
means ? 


[19607] A. Yes, in my opinion, the estimated cost, under 
this provision, would have to be based on facts, no such a 
thing as price indices. And, as I mentioned before, the 
labor cost of actually replacing the new item would be a 
good estimate of the cost of replacing the old. But price 
indices are so far away from actual facts that they do not 
come under this estimated cost. 
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By Mr. King: 

Q. Do the words “estimated cost” mean to yon: facts? 
A. It means they have to be related to facts, very [19608] 
closely. 

• • • 

By Mr. King : 

Q. Yon have examined the K-l schedules attached to 
Exhibit 320, have you not, Mr. Newlands? A. Yes, I have 
looked them over. 

Q. Do you know whether there is any labor cost capi¬ 
talized in the K-l schedules ? A. I wouldn’t know unless 
I examined it again. I didn’t examine it with that spe¬ 
cifically in mind. 

• • • 

[19609] Q. Now, I want to find out what is the difference 
between your idea of maintenance and repair and your idea 
of betterments. 

• • • 

A. A betterment would be such an alteration in a 
machine that it resulted in a substantial change in identity 
in the machine or the part, resulting in greater capacity, 
and so forth. 

By Mr. King : 

Q. Would you mind explaining what you mean by a 
change in identity? A. I mean that usually the function 
of the machine would have to be changed to some extent. 

Q. The function? A. That is right. 

Q. Can you give an example of what you mean? A. 
Well, adding a topping unit to a steam turbine would be a 
change of function. 

Q. Will you turn to the Uniform System of Accounts 
of the Federal Power Commission, and find where there is 
[19610] any reference made to a change in function in con¬ 
nection with betterments? 
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[19611] Trial E x a m iner : In your testimony on page 19,517, 
Mr. Witness, did you have in mind the instruction re¬ 
ferred to by Respondents’ counsel on page 50 of the 
Uniform System of Accounts? 

The Witness: No, I had in mind the actual accounting 
practices and theory at that time. That is what governs 
these actions back there. 

Trial Examiner: Where did you find the theory 
and practices of that time? 

The Witness: From my own experience, from account¬ 
ing textbooks, from talks with other accountants who have 
done the same type of work. 

Trial Examiner: As of what time are you refer¬ 
ring to? 

The Witness : As of the time when the transactions on 
Schedule K-l took place. 

Trial Examiner : When was that ? 

The Witness: From about 1924 to 1931, most of them, 
I believe. 

Trial Examiner: 1924 to 1931? 

The Witness: Yes. 

[19612] Trial Examiner: Well, does the instruction on 
page 50 accord with the accounting practices and prin¬ 
ciples of that time? 

The Witness: To some extent; not entirely. There 
was considerable variation in the practice, allowable prac¬ 
tice, at that time. 

Trial Examiner: What is the Respondents’ theory 
in connection with the cross-examination that is now 
proceeding with reference specifically to this matter 
under discussion? 

Mr. King : First of all, to show that the witness is 
clearly wrong in his conclusions, that the items in the 
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K Schedules represent repair and maintenance. That 
is his conclusion advanced for the first time in rebuttal 
and we are entitled to show that that is an erroneous 
conclusion, and we can’t get to that point- 

1 Trial Examiner: According to what standards? 

Mr. King : That is what we are trying to find out. 
We can’t get to that point until we find out this wit¬ 
ness’ conception. 

Trial Examiner: Well, are you going on the as¬ 
sumption that the standards are contained in the Uni¬ 
form System of Accounts? 

Mr. King: No. Partially. I am asking him what 
he knows about the Uniform System of Accounts, and 
I was going [19613] to ask him the question that your 
Honor has already asked him, whether the accounting 
practice was different then from what it is now, and, 
as I understand it, he says no. 

Trial Examiner : I think you had better develop a 
foundation for this. 

Mr. King : I will be glad to. 

By Mr. King : 

Q. Mr. Newlands, will you turn to page 10 of the Uni¬ 
form System of Accounts? In the back of the book, under 
this road and equipment, ICC, Section. Do you have that 
before you? A. Yes. 

1 Q. What is the date of that, do you know? A. No, 
I don’t. 

Q. You have that on page 7, do you not, May 19,1914? 

• • • 

A. There is an introductory letter on page 7 which is 
dated May 19, 1914, which apparently concerns this system 
of accounts. 




J. M. Newlands, Cross 


2329 


By Mr. King : 

[19614] Q. Page 5 of the Uniform System of Accounts con¬ 
tains the order of the Interstate Commerce Commission 
adopting these rules, does it not? A. Page 5? 

Q. Yes. A. Yes, that is right. 

Mr. Goldberg: I wish you would be more specific 
about saying page 5, because- 

Mr. King : Page 5 of the back part of the Uniform 
System of Accounts, dealing with the ICC classifica¬ 
tions. 

A. Yes. 


Mr. Goldberg: Let’s call it Appendix Roman II. 
By Mr. King : 

Q. That was dated May, 1914; isn’t that right? A. 
That is right; May 19, 1914. 

Q. Now, the title of the classification appears at the 
beginning of the table of contents, does it not ? A. What 
page is that? 

Q. Page 1 of the ICC classification. A. Yes, page 1 
shows the title of the classification. 

Q. And it also says “Issue of 1914”, does it not? A. 
That is right. 

Q. Will you again turn to page 10 of the ICC classifica¬ 
tion, the third paragraph from the bottom, beginning with 
the word “Betterments.” Do you have that before you? 
[19615] A. Yes. 

Q. That states, does it not, Mr. Newlands, “Better¬ 
ments are improvements of existing facilities through the 
substitution of superior parts for inferior parts retired” 
and so forth? That is correct, is it not? 


By Mr. King : 

Q. Mr. Newlands, was that a correct accounting pro¬ 
vision at the time that you have just mentioned, 1924 to 
1931? 
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[19616] A. It was an accounting principle authorized by 
the Interstate Commerce Commission and was correct in 
that regard. There were, of course, other ideas as to what 
should be capitalized as betterments—very many different 
opinions. This is only one. 

By Mr. King: 

Q. Now, will you turn—you say this is only one? 
A. That is right. 

Q. Name some others that are different from this. 

Mr. Goldberg: I object to that, Mr. Examiner. 

Trial Examiner : If the witness knows, he may an¬ 
swer. 

A. It was a general practice during that period to 
charge the betterments of the nature listed on K-l to ex¬ 
pense. They occurred because of repair and maintenance. 
Actually, the machine required repairing. 

By Mr. King: 

Q. I asked you to refer to some authority, not general 
practice. Can you refer to any authority? Of any kind? 
Accounting, legal? 

Mr. Goldberg: Right this minute? 

Mr. King: Yes. 

I A. Which gives a different definition of betterments? 
By Mr. King : 

Q. Yes, than that contained on page 10 of the ICC 
[19617] classification? A. Yes, I believe Kester prob¬ 
ably contains a different definition. 

Q. Kester? A. Yes. 

Q. Any others? A. I imagine that a great many 
textbooks written back then would contain a somewhat dif¬ 
ferent definition than this of betterments. 

i Q. What is the name of the textbook written by Kester 
that you referred to? A. “Advanced Accounting.” 
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Q. Do you have a copy of the Uniform Classification 
of Accounts for Electric Companies, prescribed by the Pub¬ 
lic Service Commission of Pennsylvania, before you? A. 
Yes, I have a copy. 

Q. Effective January 1, 1919? A. Yes. 

Q. Do you have that? A. Yes. 

Q. Will you turn to page 43, please? A. I have it. 

Q. About the sixth paragraph from the top it reads 
as follows, does it not, Mr. Newlands: “Betterments are 
physical changes in structures or equipment, the object 
[19618] of which is to make the structure or equipment 
affected more useful or of greater capacity than they were 
at the time of their original installation or acquisition;” 
is that correct? A. That is correct, and that requires 
interpretation by the persons who are making the entry. 

Q. Do you know whether this rule that we have just 
discussed, in the Pennsylvania System of Accounts, effec¬ 
tive January 1, 1919, was in effect at the time the items in 
connection with the K Schedules were entered on the books 
of Penn Water? From 1924 to 1931,1 believe is the period. 
A. Yes, and I believe the entries on the books were made in 
accordance with this definition. It is a question of man¬ 
agerial judgment. 

Q. And that is the basis upon which you have concluded 
that these items in the K Schedules cannot be corrected; 
is that correct? A. I decided that the disposition made 
on the books had been done properly in the exercise of 
managerial judgment under the system of accounts in effect, 
and that cannot now be changed. 

[19619] Q. Which system of accounts, in effect, are you re¬ 
ferring to? A. The Pennsylvania system of accounts, 
for one. 

Q. If they were not done in accordance with the Penn¬ 
sylvania system of accounts referred to, is it your opinion 
that the entries could be corrected? A. No, I would say 
they still could not be corrected because it was a general 
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practice at the time to handle items of this nature the way 
the Company did. 

Q. In other words, as I understand you, you take the 
position that even though the uniform system of accounts in 
effect at the time directs a Company to proceed one way, 
that if the Company does not proceed in that fashion they 
still cannot remedy the error? A. That is correct, if 
your assumption were correct. 

Q. Then it is your position that once the entries are 
made they never can be corrected, under any condition; is 
that right? A. If they are made in accordance with ac¬ 
cepted accounting practice they cannot be corrected later. 
That is correct. 

i Q. And there can be accepted accounting practices con¬ 
trary to the provisions of the uniform system of accounts, 
under which a Company operates; is that correct? A. 
There can be, and a great many times the Public [19620] 
Service Commissions allow those entries, even though they 
are in contrast with what the uniform system of accounts 
says. 

Q. Mr. Newlands, a little while back you described 
betterments as resulting in a functional change of a par¬ 
ticular item. Does the word “functional” appear either 
in the ICC classification, attached to the FPC system of 
accounts, or in the uniform system of accounts effective 

January 1,1919, of the Pennsylvania Commission? 

• • • 

[19621] The Witness: Limited’ to those two paragraphs 
that are already in the record I think the word “functional” 
does not appear in those two definitions. 

By Mb. King: 

Q. Mr. Newlands, when did you first study accounting? 

• • • 

The Witness: About 1920, I guess. 

By Mb. King: 

Q. Did you begin the practice of accountancy in 1920? 
A. No, I was studying it in school at that time. 
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Q. For what period of time between 1924 and 1931 were 
you actively engaged in the practice of accountancy? A. 
From about 1922 on, I believe. 

[19622] Q. And in what capacity was your practice, from 
1922 to 1931? 

• • • 

The Witness: Prior to 1928 it was in a bookkeeping 
capacity for a plant, including the construction of the plant. 
After that it was it was in public accounting, until I came 
with the Commission. 

By Mr. King: 

Q. Mr. Newlands, do you have Exhibit 320 before you? 
A. Yes, I do. 

Q. I direct your attention particularly, Mr. Newlands, 
to the K-l Schedule. I believe they start at page 35 of 
Exhibit 320. A. Yes. 

Q. Do you have that before you? A. Yes. 

[19623] Q. Will you refer to Item 2 of the K-l Schedule? 
Do you have that before you? A. Yes. 

Q. Is it not a fact that the new copper cooling coils 
mentioned there are more durable than the brass coils which 
were replaced? A. I don’t know. And at the time this 
entry was made I don’t believe the Company was sure that 
it would be more durable. They were making an experi¬ 
ment. 

Q. If you don’t know, how do you know what the Com¬ 
pany knew? A. The Company probably wouldn’t know 
unless they had used copper coils. The Company started 
out using galvanized iron coils. They changed to brass 
and then to copper. They were developing their experience 
in regard to these transformer coils. 

Q. Would you assume the Company changed to copper 
without knowing that that was beneficial? A. I assume 
they hoped it would be beneficial. 

Q. Then your answer is that you don’t know, as I un¬ 
derstand it—whether it knew that copper coils were more 
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durable than the brass coils; is that correct! A. That is 
right. 

Q. Now, will you refer to Item 3! Isn’t it true that 
the copper cooling coils there mentioned, in Item 3, are 
more [19624] durable than brass coils, which were replaced, 
if you know? A. I don’t know. 

Q. Now, will you refer to Item 4? Do you know 
whether the copper cooling coils referred to in Item 4 are 
more durable than the brass coils which they replaced? 
A. No, I don’t know that. 

Q. Will you please refer to Item 5? Do you know 
whether the copper cooling coils mentioned there were more 
durable than the brass coils which they replaced? A. 
No. And I might say that even though they were proven 
more durable my treatment of these items would be the 
same. They are a proper maintenance and repair item. 

Q. Now, Mr. Newlands, still referring to Item 5, isn’t 
it a fact that replacement of the 10,000 kva coil with 15,000 
kva coils represents a 50% increase in the capacity of this 
transformer? Do you know? A. If the repair were 
made correctly I should imagine, from the description given 
here, that it probably would result in a 50% increase in 
capacity. 

Q. What do you mean by “repair,” in your last an¬ 
swer? A. I mean that the coils were being repaired, at 
least partly, because they required repairing. They re¬ 
quired replacement. When the replacement was done a 
15,000 kva winding was put in the place of the former 10,000 
kva winding. 

Q. Will you refer to Item 6, still in the K-l Schedule? 
[19625] Do you have that before you? A. Yes. 

Q. Isn’t it a fact that the new cab there referred to 
provides better visibility than the old one—if you know? 
A. No, I don’t know. And it would make no difference to 
my treatment. 

Q. Is it also a fact that the new controller is more use¬ 
ful than the old one—if you know ? A. I don’t know that 
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and it would make no difference in my treatment. These 
are all minor items. 

Q. Will you please refer to Item 7? Isn’t it a fact 
that %-inch pipe made this high-tension bus more durable 
than the one-half inch copper tubing which was being re¬ 
placed? A. No, I don’t know, and it would make no 
difference in my treatment. 

Q. Will you please refer to Item 8? A. Yes. 

Q. Do you have that before you? A. Yes. 

• • • 

[19626] Q. Would your answer be the same with respect 
to Item 8 as it was with respect to Item 7 ? 

Mr. Goldberg: In what regard, so we will know 
exactly what it is you are referring to? 

Mr. King: We apparently can’t shorten it, then. 
I will ask the same question. 

Mr. Goldberg : I am willing to cooperate to shorten 
it. I am trying to be certain that when you get an 
answer we will know exactly what the answer means. 

Mr. King : My question is: If I asked the witness 
the same question with regard to Item 8 as I did with 
regard to Item 7, whether his answer would be the 
same. 

Mr. Goldberg : The point is that in regard to Item 
7 you asked if the high-tension bus had become more 
durable. That might apply to Item 8, but it wouldn’t 
apply to Item 9 and Item 10. And as I understood the 
Examiner’s wishes- 

Mr. King: I am just talking about Item 8. 

Mr. Goldberg: —some general question of prin¬ 
ciple is involved. 

Trial Examiner: The witness may answer. 

The Witness: Your question is whether the new rail 
would be more durable than the old? 
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Bv Mr. King: 

Q. No, I am talking about Item 8 now. It is similar 
to Item 7? [19627] A. No, I don’t know that, as a mat¬ 

ter of fact, and it would not make any difference in my 
treatment. 

Q. Now, with regard to Item 9, do you know whether 
it is a fact, Mr. Newlands, that 85-pound rail was more 
durable than the 60-pound rail? A. I should assume that 
that would be the fact. 

Q. And also has a greater carrying capacity, does it 
not? A. I would say that you could run heavier trains 
over an 85-pound rail. 

Q. Now refer to Item 10. Do you know whether or not 
it is a fact that the replacement of 800 Amp. parts with 
1200 Amp. parts resulted in increasing the current-carrying 
and interrupting capacities of this oil circuit breaker re¬ 
ferred to? A. The new parts themselves would carry 
greater amperage. I don’t know whether the oil circuit 
breaker would. It would depend on the other parts of the 
breaker. 

Q. Now, will you refer to Item 11? Do you know 
whether or not it is a fact that the new lower pedestal 
bearings for the operating shaft is more durable than the 
old one which was replaced? A. No, I don’t know that 
as a matter of fact. 

i Q. Isn’t it a fact that the rubber guide bearings with 
split ascaloy sleeve is much more durable than the old 
[19628] lignum vitae bearing and solid sleeve which it re¬ 
placed? A. I don’t know that to be the fact. I think I 
have seen some information in the Company’s files to indi¬ 
cate they had better luck with the replaced bearings. It 
would make no difference in my determination, however. 

Q. With regard to Item 12, do you know whether it is 
a fact that the aluminum compression joints eliminated the 
excess heating which had been experienced with the old 
twisted splices? A. No, I don’t know that as a fact, and 
it would make no difference in my determination. 
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By Mr. King : 

Q. Will you turn to Item 13, Mr. Newlands? Would 
your answer be the same as to Item 13 as it was with refer¬ 
ence to Item 11 ? A. Yes. 

[19629] Q. Would your answer be the same as to Item 14 
as it was with respect to Item 11? 

Mr. Goldberg : That is in connection with increased 

durability. 

Mr. King: That is right. 

The Witness : Yes. 

By Mr. King: 

Q. Will you please refer to Item 15? Would your 
answer be the same with respect to Item 15 as it was with 
respect to Item 10 ? A. So far as the second part of that 
Item 15 is concerned, yes. 

Q. Please refer to Item 16. Do you know whether or 
not the new design of governor-restoring mechanizing sys¬ 
tem was more efficient than the old design equipment which 
was replaced? A. No, I don’t know that as a fact, and 
it would have no effect on my determination. 

Q. Will you please refer to Item 17? Do you know 
whether or not it is a fact that the change in connection 
with Item 17 resulted in increased capacity, as is stated 
in the description of this item? A. No, I don’t know 
that that was a fact, and it would not change my deter¬ 
mination. 

Q. Now, would you turn to Item 18? Would your an¬ 
swer [19630] with respect to Item 18 be the same as it was 
with respect to Item 13? A. Yes. 

Q. And the same for Item 19? In other words, your 
answer would be the same as to Item 19 as it was as to 
Item 13? A. Yes. 

Q. Mr. Newlands, do you, as a result of your investiga¬ 
tion, dispute any of the facts set forth in the items of the 
K-l Schedules? 
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[19631] Trial Examiner: Have you checked the original 
job orders? 

The Witness: Not with these descriptions; no, sir. 

Mr. King : Then you don’t know if they are correct 
or not. 

The Witness: I wms in Washington when this was 
presented to us, and I haven’t been back to Baltimore since. 

Bv Mr. King: 

Q. Well, didn’t you check the job orders during all the 
time you spent in Baltimore in preparation for this case? 
A. I didn’t have this to compare with the job orders. 

Q. That isn’t what I asked you. You had the job 
orders, didn’t you? A. We had the job orders. 

Q. Didn’t you check them? A. But I didn’t check 
them in comparison with this. That is what you are asking 
me here. 

Q. Did you check them at all? A. Yes. 

Q. Did you make any notes as a result of that check? 
A. I made some notes; yes. 

Q. Where are they? A. Most of them are here in 
Washington. 

Q. Do you have them with you? A. I think some of 
them are. 

• • • 

[19632] By Mr. King : 

Q. How did you characterize the items as maintenance 
and repair, Mr. Newlands, without some knowledge of the 
facts contained in the job orders? A. I have knowledge 
of some of the facts contained in the job orders. 

Q. You do? A. I know that all of these items repre¬ 
sented repair and maintenance and were so charged on the 
books. 

Q. Now I ask you, in the light of the knowledge that 
you have, to point out to me where, in the K-l Schedules, 


J. M. Newlands, Cross 


2339 


there is a misdescription in connection with the facts, as 
to each one of the items. 

• • i 

[19633] The Witness: I don’t have such a detailed knowl¬ 
edge of all that is in these job orders—sometimes there are 
20 or 30 pages—to enable me to determine whether the 
description shown here is exactly as is shown in the job 
order, or whether there isn’t some further information in 
the job order which would make an adjustment of this 
description necessary. 

By Mb. King: 

Q. Now, will you turn to the K-2 Schedules, Mr. New¬ 
lands? A. Yes, sir. 

Q. Will you give us your distinction between mainte¬ 
nance and repairs and additions? A. Additions is the 
outright addition of a new piece of property. 

Q. New piece of property? A. That is right. Main¬ 
tenance and repair is the process of keeping the present 
property in good operating condition, including replace¬ 
ments, alterations, and things of that nature. 

Q. Is a topping unit an addition, Mr. Newlands, in 
your [19634] opinion? You referred to a topping unit a 
while ago. A. It would be a proper capital item. 

Q. Is it an addition? A. Yes, it could be character¬ 
ized as such. 

Q. Now, will you refer to Item 1 in the K-2 Schedule? 
Do you know whether the guide vanes for this unit had 
been equipped with bushings of any kind before the work 
referred to here was done? A. I am not certain, but I 
know that the work that was here done was necessary be¬ 
cause wear of the parts had made bushings necessary. And 
that is a customary repair job. It is done every day. 

Q. Do you know whether or not the fulcrum pins were 
equipped with any kind of sleeve before the work referred 
to in this item was done? A. I don’t know whether this 
particular item had sleeves prior to this time, but it is a 
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repair job because it is taking up wear on the item and 
bushing is necessary in order to do the job. 

Q. Will you refer to Item 4? A. Yes. 

Q. Do you know whether or not it is a fact, Mr. New¬ 
lands, that the dashboard sockets had previously been pro¬ 
vided on 2'6" centers, over the entire crest of the dam, with 
the exception of the distance of 300 feet, over which they 
were [19635] on 5' centers until the remaining 60 sockets 
were installed on this job? A. No, I don’t think that is 
correct. My information is that back in 1911 and 1912 the 
sockets were on two and a half feet centers the entire crest 
of the dam. Changes have taken place in those sockets in 
the intervening time. Portions of the crest of the dam 
have been repaired, for instance, which might mean elim¬ 
ination or replacement of those sockets. 

Q. Do you know that to be a fact? A. I know that 
to be a fact—that a portion of the crest was repaired, in¬ 
cluding repairing of sockets. 

Q. Will you turn to Item 7 and tell me what equip¬ 
ment described there could be considered as being a re¬ 
placement of previously existing equipment, or as repre¬ 
senting the cost of repairs to the existing equipment ? A. 
This represents minor equipment attached to an existing 
unit and .which the management, in its discretion, decided 
to charge to repairs and maintenance. That was custom¬ 
arily done during this period. 

Q. But it is new equipment that was not theretofore 
installed; isn’t that right? A. I don’t know that as a 
fact. That is the claim that is made here. It may be so. 
I don’t know. 

Q. Then you don’t know that it is incorrect, either, do 
you? The statement made here? A. No, I don’t know 
that this statement is incorrect. 

i • i 

[19636] By Mr. King : 

! Q. Mr. Newlands, will you please turn to Item 9 on the 
K-2 Schedule? A. Yes, I have that item. 
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Q. Would your answer in connection with this item he 
the same as your answer in connection with Item 1 ? A. 
Yes, except that in some of these cases I think I could de¬ 
termine they had not been bushed before; I am not sure 
which one. That was part of the question you asked me. 

Q. Would your answer to Item 12 be the same as your 
answer with relation to Item No. 9? A. Yes. 

• • i 

By Mb. King: 

Q. Will you turn to Item 14 ? Do you know how many 
cables were used for the output of each of these exciters 
prior to the time the work described under this item was 
done? A. Yes, I believe it was two cables. 

Q. Does that mean two per leg, four per exciter ? A. 
I believe so. 

Q. How many cables were used for each of these ex¬ 
citers after the work referred to in this item was done? 
A. The job order indicated that in repairing these cables 
an additional lead was put in when replacing the two older 
[19637] leads per leg. 

Q. This fact resulted in an increase in capacity of the 
cables, did it not, speaking of this work? A. It did not 
increase the capacity of the individual cables, no. Current 
carrying capacity of three cables would be more than two 
cables if that is what you mean. 

Q. That is what I mean. 

Now, will you refer to Item 16? A. I have that item 
before me. 

Q. Would your answer to that be the same as it was on 
Items 1 and 9? A. Yes. 

Q. Will you refer to 17? Would your answer be the 
same as to Items 1 and 9? A. Yes, with this exception: 
That this present job order also covers installing washers 
to take up the play underneath the guide vanes but it is a 
similar operation to rebushing; in other words, it is some¬ 
thing inserted to take up the play. In this case it happened 
to be stainless steeL 
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Q. Did I understand you to say rebushing? A. Well, 
I am not certain whether this particular one covered re¬ 
bushing or whether this was a first installation of bushings 
and washer. 

Q. Why did they bore the vanes if it was rebushed? 
A. Well, that might have been necessary if you put in 
[19638] a larger sized bushing. My impression is that this 
was the first bushing. I just am not certain. 

Q. Will you refer to Item 21 ? A. Yes, I have that 

item. 

Q. Do I understand you to say that additions made to 
leased property were charged as operating expense? A. 
Redecorating rooms on leased property is very often and 
very properly charged to expense immediately. As a mat¬ 
ter of fact, this company has done it in later periods as they 
did here. 

• • • 


By Mr. King: 

i Q. Does this represent redecorating? A. Yes, to 
some extent. 

Q. What do you mean to some extent? A. Re¬ 
decorating covers, putting in walnut paneling, Cello-tex 
ceiling, linoleum, drapes, and so forth. That is commonly 
called redecorating a room. 

Q. They were not there before, were they, the items 
you just spoke of ? A. The walls were there; the ceiling 
was there and the floors were there. 

Q. Panels, linoleum and Cello-tex ceiling were not there 
before, were they? [19639] A. No, but there was a wall 
there. 

• • • 

[19645] By Mr. King : 

Q. Will you refer to transcript 19,506, your answer at 
the bottom of the page beginning with line 19? A. Yes, 
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Q. Does your answer mean that flashboards were re¬ 
placed as of March 1916? A. No, they started a month 
or two later, I believe, to work on replacement of the flash- 
boards. 

Q. A month or two later? A. I believe so. I do 
not have the exact time. 

Q. Will you turn to page 62 of the schedules of Exhibit 
51? You state there that the flashboards were not replaced 
[19646] until July 1917. A. That is right. They were 
not erected until July of 1917 but they started in June or 
July of 1916 to prepare the flashboards. They were going 
to experiment with a new swing gate and it required fabri¬ 
cating an entire new set of flashboards for that purpose. 

Q. Will you refer to transcript 19,510? Do you have 
that before you? A. Yes. 

Q. Did you make any investigation to determine the 
length of time over which the negotiations extended prior 
to the purchase of the property after 1916, that is the 

Woelpper and other properties? 

• • • 

The Witness: It was my understanding the property 
was purchased in March of 1916. There would have been no 

negotiations necessary after that. 

• • • 

By Mb. King : 

Q. Did you make any investigation as to any proper¬ 
ties [19647] other than the Woelpper property as to the 
length of time over which negotiations extended prior to 
purchase ? 

• • • 

The Witness: I made no investigation in the case of 
each separate piece of property to find out exactly what pe¬ 
riod of time the negotiations covered. I did find in going 
through the accounts indications of the length of time. I 
made no attempt to note them, however. 
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By Mr. King: 

Q. Did Mr. Bortner furnish you at your request a 
memorandum dated May 22, 1925? A. Is that one that 
is in the record? Q. No, it is not in the record. It is 
a list of docket entries involving a particular case. A. I 
believe it is over in a book on the table. May I look at that ? 

Q. Yes, indeed. A. Yes, I have a memorandum fur¬ 
nished by Mr. Bortner dated May 22,1945, headed- 

[19648] Q. That consists of how many pages? A. Four. 

Q. Mr. Bortner also furnished you a subsequent memo¬ 
randum, Mr. Newlands, to the one we have just been dis¬ 
cussing, did he not, dated May 24, 1945? A. That is 
correct. 

Q. How many pages are there in that memorandum? 
A. Five pages. 

Q. What does that memorandum indicate, the one dated 
May 24? A. It is a description of various cases filed 
against Penn Water. 

Q. And it indicates the length of time those cases 
pended, does it not ? A. In some instances, yes. I have 
not checked the whole thing. 

• • • 

[19649] Trial Examiner: The documents referred to may 

be marked respectively Exhibit 451 and 452 for Iden¬ 
tification. 

• • • 


[19650] By Mr. King: 

Q. Did Mr. Bortner give you a memorandum showing 
docket entries in the case of Wilson Woelpper v. Penn 
Water and Power Company and Lancaster and York Fur¬ 
nace Street Railway v. Penn Water as well as Colemanville 
Water & Power Company v. Penn Water, Vandersloot 
against Penn Water, and Tripple v. Penn Water and Shoss 
v. Penn Water. 
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I will show you the copies we have. Maybe you can 
ascertain it from that. 

# • • 

[19651] By Mr. King: 

Q. You have them? A. Yes. 

• • • 

(The document referred to above was marked Ex¬ 
hibit 453 for Identification.) 

i • i 

[19656] By Mr. King: 

Q. Assume that the cement which we discussed yester¬ 
day was insured against fire loss, would the insurance pre¬ 
mium be a proper charge to construction, in your opinion? 

• i • 

[19657] The Witness: During the original construction pe¬ 
riod that would be a proper charge to construction where 
it was obvious that the cement was going to be used for con¬ 
struction purposes, and nothing else. 

By Mr. King : 

Q. If the company takes the risk of the entire loss it¬ 
self, you would not allow the loss as a construction cost, is 
that correct? 

Mr. Goldberg : By that you mean, by ‘ ‘ taking the 
risk itself” you mean they do not take out insurance 
on it? 

Mr. King: Correct. 

The Witness: That is right. I think that that is one 
of the things that a company should guard itself against. 
Of course, the circumstances in this case are a great deal 
different. The cement that we are talking about here, as 
is indicated clearly in the records had deteriorated and it is 
also indicated that the company did not consider that the 
fire had destroyed that cement. 
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By Mb. King : 

Q. You think that a claim for allowance to the insur¬ 
ance company for cement damaged by fire is an indication 
that the company did not consider the cement was destroyed 
by fire? A. That is not what I said. I said the corre¬ 
spondence indicated that the company agreed with the in¬ 
surance [19658] company that the fire had not destroyed 
the cement. 

Q. Do you know, Mr. Newlands, as a result of the fire 
loss that actually the company recovered a portion of the 
loss from the Insurance Company? A. I know they re¬ 
covered a portion of the total claim made against the insur¬ 
ance company. 

i Q. Now, Mr. Newlands, if the company were in com¬ 
mercial operation and had a loss due to bad cement, would 
such a loss be a proper charge to operating expenses? 

• • • 

The Witness: While I stated yesterday “operating ex¬ 
penses”, it would not be in the classification of operating 
expenses as operating expenses are defined in the uniform 
system of accounts. It is not a strict operating expense but 
it would be charged to expenses. 

By Mb. King : 

Q. Mr. Newlands, did you ever examine the original 
stock certificates of the McCall Ferry Power Company? 

• • • 

[19659] The Witness: Yes, we examined what stock cer¬ 
tificates were available. 

By Mb. King: 

Q. The stock certificates that you examined were en¬ 
dorsed in blank ? A. I do not recall. 

i Q. Do you know the name of the holder of the original 
six shares referred to by you on page 19,495 of the tran¬ 
script? A. Did you say do I know the name of the 
owner? 
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Q. The original holder and owner of the six shares. 
A. The names on the certificates are the names of the five 
nominees of Hutchinson. The shares were owned by Hutch¬ 
inson according to the records. 

Q. How about the other four shares? A. That is 
true of all ten shares, they were in the names of the five 
nominees. 

Q. Do you know that the shares were endorsed in 
blank? A. I do not recall that but I would assume that to 
be the case since the shares were delivered to Hutchinson, 
although they were in the names of those five individuals. 
[19660] Q. Do you know one of the certificates which was 
endorsed in blank bore a date? A. They all bore dates. 

Q. I am talking about a date for transfer, now. A. 
Well, there- 

Q. On the back of the certificate—the date is on the 
back of the certificate, do you recall that? 

Mr. Goldberg: You mean was there a date on the 

back of the certificate ? 

Mr. King : That is what I am asking him . 

The Witness : No, I do not recall that detail. 

By Mr. King : 

Q. Now did you examine and consider in reaching your 
conclusions as to original cost, Exhibits 451, 452 and 453 for 
Identification ? 

• • • 

The Witness: Yes, this is part of the material. 

Mr. King: That you examined and considered? 

The Witness: That is right. 

By Mr. King: 

Q. In your consideration of Exhibit 452 did you note 
that on the second page thereof Mr. John E. Malone’s name 
[19661] appears as one of the counsel for the company in 
the John Edward Vandersloot v. Penn Water and Power 
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Company case? A. Yes, in the case of Vandersloot v. 
Penn Water and Power Company, a complaint filed because 
of flooding-damage claim—John E. Malone is mentioned as 
one of the counsel, with Stewart & Gerber for Penn Water 
and Power Company. 

• i • 

By Mr. King: 

Q. I show you Exhibit for Identification 453 and ask 
you if you did not, in considering this exhibit see the name 
of Mr. Malone, one of the counsel in the Wilson Woelpper 
v. Penn Water and Power Company case, is that right? 
[19662] A. That is correct, but in that case I happen to 
know that Hensel handled that case alone entirely. 

Malone came in only after Hensel died. 

Q. You say Malone came in after Hensel died? A. 
Hensel died near the end of that case. 

• • • 

The Witness: That states the appearance of W. U. 
Hensel in writing filed. 

By Mr. King : 

Q. At the bottom of that same page under date of 
March 4,1915, you note do you not the appearance of John 
E. Malone and John A. Newman, Esquire, in writing filed 
for defendants. A. Yes, sir. 

Q. On the third page of the exhibit Mr. Malone’s name 
appears as counsel for the Penn Water and Power Company 
in the case of Lancaster and York Furnace Street Railway 
Company v. Penn Water and Power Company, is that cor¬ 
rect? A. That is correct. 

Q. His appearance was entered according to this ex¬ 
hibit July 27, 1918, right? A. Yes, sir. That case was 
never tried. 

Q. The suit was dismissed October 7, 1921, is that 
right? A. Yes, sir. 

Q. On the next page of this same exhibit for [19663] 
identification Mr. Malone’s name appears as attorney for 
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the Pennsylvania Water and Power Company in the case of 
Colemanville Water and Power Company v. Penn Water 
and Power Co., is that right? A. Yes, sir. 

Q. And his appearance was entered on Jnly 27, 1918, 
right? A. Yes, sir, and that case never came to trial. 

Q. And that case was settled on October 7,1921, is that 
right? A. Yes, sir. 

Q. The next page of this same exhibit, namely 453, in¬ 
dicates that John E. Malone was attorney for Penn Water 
in the case of John Edward Vandersloot v. Penn Water and 
Power Company? A. Right. 

Q. And Mr. Malone’s appearance was entered Septem¬ 
ber 16, 1918? A. That is correct, and that case never 
came to trial. 

Q. And the docket entries show that case was settled 
October 8, 1921 ? A. Right. 

Q. In the next case the exhibit indicates that Mr. 
Malone was attorney for the company in the case of Alice 
M. Tripple v. The Penn Water and Power Company, is that 
right, sir? A. Yes, sir. 

[19664] Q. And Mr. Malone’s appearance was entered Sep¬ 
tember 13, 1918? A. Yes, and the case never came to 
trial. 

Q. And the case was settled October 7, 1921? A. 
That is correct. 

Q. When you say the cases never came to trial are you 
trying to indicate the lawyer performed no service? A. 
I am indicating that the lawyer did not perform as much 
service as he otherwise would. 

Q. You mean if it went to trial? A. That is right. 

Q. In the next case, this same exhibit indicates Mr. 
Malone’s appearance was entered for the company in the 
case of Annie W. Shoff v. Penn Water and Power Company, 
is that correct? A. Yes, sir. 

Q. Mr. Malone’s appearance was entered April 8,1929, 
is that correct? A. That is correct, and that case never 
came to trial. 
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Q. That case was settled October 4, 1933? A. That 
is correct. 

• • • 

[19665] By Me. King: 

Q. Yon testified concerning Mr. Bnshong’s services in 
connection with the organization of Holtwood Power Com¬ 
pany, did you not? A. That is correct. 

Q. That appears on transcript page 19,515? A. 
Bight. 

Q. Yon stated, did you not, that yon found no evidence 
that Bushong organized Holtwood Power Company, is that 
correct? A. Yes, sir. 

Q. And by the statement that you found no evidence 
that Bushong organized the Holtwood Power Company you 
meant, did you not, that in your opinion there was no evi¬ 
dence indicating that? You were not attempting to pass on 
the evidence as a matter of law, were you? A. No, the 
record indicated to me that the lawyers had [19666] or¬ 
ganized the company. 

Q. Did it indicate to you that Mr. Bushong had done 
nothing in connection with the organization of the Holtwood 
Power Company? A. Nothing of any moment. He did 
some clerical work in that connection which any officer or 
employee might do. For instance, the Lancaster Office paid 
for the recording of the charter and some of the other mis¬ 
cellaneous documents in that connection. Also Mr. Bushong 
was used as a go-between sometimes in transmitting re¬ 
quests to Malone in Lancaster but there is no evidence that 
he did any real work in connection with that organization, 
i Q. What do you mean by real work? A. That he 
had nothing to do with the organization itself. This in¬ 
cidental clerical work does not constitute organizing a com- 
% 

pany. 

i Q. Clerical work, in your opinion, does not constitute 
real work? 

• • • 

The Witness: Not of this nature. 
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By Mb. King : 

Q. I show you a copy of a letter dated June 25, 1924 
to Bushong from Mr. John A. Walls and ask you to look 
at that and tell me if you have seen that letter in connec¬ 
tion with your investigation in connection with this case. 
I am going [19667] to ask leave to have it photostated but I 
have one extra copy for the Examiner. A. No, I have 
not seen this letter but it agrees with the records I have 
seen that Mr. Bushong’s work was limited to mechanical 
work of a clerical nature. 

Q. In other words, the letter accurately depicts the 

facts, is that correct ? A. Yes, I believe it does. 

• • • 

Trial Examiner: The document handed the re¬ 
porter may be so marked. 

(Exhibit No. 454 is marked for Identification.) 

• • # 

By Mr. King: 

Q. Mr. Newlands, I show you a copy of a letter dated 
June 28,1924 to Mr. J. A. Walls from Marvin E. Bushong. 
I ask you to examine that letter and tell us whether or not 
you took that into consideration in connection with your in¬ 
vestigation in this case and whether or not you have ever 
seen it before? 

• • # 

[19668] A. No, I have never seen it before so I did not 
take this particular letter into consideration, but I have 
seen most of the information that is here in the records, 
that is, regarding advertising in the papers and things of 
that sort. 

Q. The letter correctly, in your opinion, reflects the 
fact? A. Yes, it reflects the fact that Mr. Bushong did 
some clerical work. 

Q. That is not the question I asked you. I asked you 
if the letter correctly reflects the facts as you understand 
[19669] them. 
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Trial Examiner: He is asking as to whether those 
facts set forth in the letter are in accord with the facts 
you found in the files, without the supplementation of 
your opinion as to what the facts mean. 

i i • 

The Witness: Yes, I would say that that was so. 

Mr. King: May we have the letter just referred 
to to Mr. J. A. Walls from Mr. Marvin Bushong dated 
June 28, 1924, marked for Identification as Exhibit 
455? 

Trial Examiner : It may be so marked. 

(Exhibit No. 455 is marked for Identification.) 

• • • 


[19670] By Mr. King: 

Q. Exhibit 455 on page 3, the last paragraph, states 
as follows, does it not, Mr. Newlands? 

‘ ‘ There will, in all probability, be no necessity for 
a conference with Judge Stewart because Mr. Zimmer¬ 
man will handle the work before the Public Service 
Commission and in the other offices in Harrisburg in 
Mr. Malone’s absence.” 

i That is correct, is it not, Mr. Newlands? A. That is 
what the letter states. 

[19671] Q. You have heretofore stated on page 19516 of 
the transcript that you could find no evidence indicating 
what Mr. Zimmerman’s charge for legal services repre¬ 
sented, is that correct? A. That is correct. This is the 
first indication I have seen on that, of what Mr. Zimmerman 
did during that period. I presume he did other things 
than this. 

• i • 

[19695] Q. Mr. Newlands, will you refer to Exhibit for 
Identification 445? A. I have that. 
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Q. The second paragraph of that exhibit indicates that 
Mr. Bortner furnished you a memorandum dated May 23, 
1945, [19696] does it not? A. Yes, sir. 

Q. I show you a copy of that memorandum and ask 
you to examine it and tell me if that is an accurate copy of 
the memorandum furnished by Mr. Bortner to you? A. 
I will have to get another book over here. 

Q. Did you find it? A. Yes, sir. 

Q. Is the copy I showed you an accurate copy? A. 
From a hasty glance, it seems to be a correct copy. 

Q. Did you take the memorandum that we are discuss¬ 
ing into consideration in connection with your determina¬ 
tions in this case? A. Yes. 

• • • 

Trial Examiner: The document referred to may 

be marked for Identification. 

(Exhibit No. 456 is marked for Identification.) 

i i • 

[19762] Re-Direct Examination. 

By Mr. Hall: 

Q. Mr. Newlands, yesterday Mr. King questioned you 
regarding an insurance claim for fire losses in 1911. What 
was the total amount of Penn Water’s claim as respected 
that schedule which he showed you ? A. The total amount 
of the claim was $24,469.50. 

Q. What amount did Penn Water receive in settlement 
of its total claim? A. $18,817. 

Q. Was the total claim of $24,469.50 made up of numer¬ 
ous items? A. Yes, sir. 

Q. What was the amount claimed by Penn Water for 
21,000 bags of Union Cement? A. $5,460. 

Q. Will you refer to page 19658 of the transcript, and 
specifically to your answer contained in lines 5 and 6 ? A. 
Yes, I have that. 
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Q. Do you mean by that answer to say that Penn Water 
recovered its claim for loss of 21,000 bags of cement? A. 
No, I did not. 

tit 

[19763] By Mr. Hall: 

Q. Was the James E. Hopkins who you referred to at 
page 19587 of the transcript as being a director of Susque¬ 
hanna Contracting Company, also a director or officer of 
McCall Ferry Power Company? A. No, he was not. 

Q. Referring to the volume of Executive Committee 
Meetings which Mr. King had you examine for the limited 
period from October to December 6, 1905, will you state 
what that volume show’s as to the place of the McCall Ferry 
executive meetings from the period December 9, 1905, to 
March 17, 1909? A. The meetings during that period 
were held at 60 Wall Street. 

Q. Whose offices were located at 60 Wall Street, New’ 
York, during the period December 9, 1905, to March 17, 
1909? A. The offices of McCall Ferry Power Company 
were located at 60 Wall Street during that period. 

Q. In connection with those items in the K-l and K-2 
Schedules of Exhibit 320 where you w’ere asked about the 
durability of the new’ items over the old, did you assume 
the new items w’ere more durable in reaching your conclu¬ 
sions? A. Yes, I did. 

Q. In other w’ords, you accepted the company’s claim 
in that regard? [19764] A. That is correct. 

Q. Referring to the items listed in the K-l and K-2 
Schedules of Exhibit 320, is the work covered by those 
schedules properly characterized as repair? A. Yes, the 
work was made necessary because parts had worn out or 
failed in operation and it was necessary to repair them. 

In repairing them the Company sometimes used better 
material which was available at that time. 

i Q. Referring to the items on Schedule K-l and K-2 
and assuming the work was performed today and the ac¬ 
counting therefor was pursuant to the present FPC system 
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of accounts, and further that those items were not capital¬ 
ized, would you recommend that those items be reaccounted 
for and capitalized on the company’s books? A. No, I 
would not. The management is allowed considerable dis¬ 
cretion in items of that nature, and where the decision is 
made and it is a reasonable one, we do not seek to change it. 

• t • 


By Mb. Hall: 

Q. Having considered Exhibits 454 and 455, would you 
[19765] consider any part of Mr. Bushong’s salary or of 
the Lancaster office expense as chargeable to Holtwood 
steam plant construction account? A. No, I would not 
consider any part of it as a proper organization expense. 

Q. Having examined Exhibit No. 455, does it afford 
you a basis for determining if any of Mr. Zimmerman’s 
fees should be allowed as part of the Holtwood Power Com¬ 
pany organization expense? A. No, the information 
given there does not afford me any basis for allocating Mr. 
Zimmerman’s fee. 


[19767] By Mb. Hall: 

Q. Referring to transcript 19,589 and specifically to 
line 3 on that page where the reporter indicates that you 
were interrupted before you completed your answer to the 
Examiner’s question, will you complete the answer which 
you intended to give? A. The words, “Were present,” 
should be added at the end of that line, that is, it should 
read, “And by request Messrs. Fisk, Lane and Hutchinson 
were present.” 
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[19773] DONALD L. WETZEL. 

t • i 

Direct Examination. 

By Mr. King: 

i Q. Mr. Wetzel, you have heretofore been sworn and 
testified in this proceeding? A. Yes, sir. 

[19774] Q. You are now employed by the Pennsylvania 
Water and Power Company? A. Yes, sir. 

Q. In what capacity? A. Budget engineer. 

Q. How long have you been employed by that com¬ 
pany? A. Since 1936. 

Q. Will you give us a brief summary of your experi¬ 
ence to date? A. 1 was employed as an electrical tester 
by G. E. for a period of two years, testing locomotives and 
electric locomotive equipment, and by Duquesne Light 
Company for a period of one year testing instrument trans¬ 
formers. 

I was employed as a material expediter in the con¬ 
struction of overhead transmission lines for a period of two 
years. 

Mr. Goldberg: By Duquesne Light Company? 

The Witness: Yes. I was employed as supervisor of 
the installation of heat insulation in connection with the 
construction of steam power plants and commercial steam 
generating facilities for Duquesne Light Company, the Alle¬ 
gheny Steam Heating Co., and Northern States Power Co. 
for a period of 2 1 / 4 years, and I was employed as a cost 
analyst on underground transmission construction for a 
period of one year. 

I In 1934 I was employed by Safe Harbor Water Power 
Corporation as a material cost checker in connection with 
[19775] the installation of 25 cycle equipment at Safe 
Harbor and Conestoga Substation. 

In 1936 I began my employment with Pennsylvania 
Water and Power Company as a material and time dis¬ 
tribution checker, becoming thereafter a field-cost engineer- 
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Baltimore office cost engineer in charge of original cost 
studies and budget engineer in charge of the budget and 
cost section of the engineering department, which position 
I still hold. 

By Mr. King: 

Q. Will you give us a brief description of the scope of 
your duties as budget engineer? A. Yes, sir. It is the 
duty of my department to receive and put into proper form 
the construction budget items for the year, and for their 
presentation to the Board of Directors for approval, for 
the issuance of job orders authorizing the field to do con¬ 
struction work, to follow the costs incurred in job orders, 
to make an analysis of them, to procure inventories of 
structures and equipment installed on those jobs, and to 
associate them with the costs under such jobs, and then in 
general to follow tlm plant accounting of the company— 
and we have other work, of course, such as insurance, and 
so forth. 

Q. Now, Mr. Wetzel, did you make an analysis of the 
job orders in the company’s files in connection with the 
items listed on the K Schedules attached to Exhibit 320? 
A. Yes, sir. 

[19776] Q. And the K Schedules represent the result of 
that analysis by you, right ? A. It represents an analysis 
of the residue of wffiat we refer to as the company claims 
which were not accepted by the FPC Staff Examiners. 

Q. Some of the company’s claims were accepted, is 
that correct? A. Yes. 

Q. And those claims are of the same nature as the 
items in the K Schedule, is that right ? A. I am not sure 
at the present time that they are all of the same nature, 
but they all are claims of the company. 

Q. Are some of the items in the K Schedule of s imila r 
nature to items which the Commission Staff allowed ? A. 
Yes. 
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[19777] Cross-Examination. 

Bv Mr. Goldberg: 

•» 

• # • 

[197S4] Q. Will you please specify which of the items ac¬ 

cepted by the Staff of the Commission are, in your opinion, 
similar [19785] to those in the K Schedules of Exhibit 320? 
A. Oh, I believe the additions. 

• • t 

[197S6] Q. Does Schedule K-l of Exhibit 320 represent 

how the company treated the items or does it reflect your 
opinion of how the company should have treated the items? 
A. It represents not only my ow T n opinion of how the com¬ 
pany should have treated the items, but also the opinion 
of Mr. Gunn, Mr. Eichhorn, and so on, counsel. 

Q. That means that the K Schedule reflects the opinions 
of the individuals you have named as to how the company 
should have treated the items, but does not reflect how the 
company did treat the items, right? A. That is correct. 

Q. And that applies to Schedules K-2, K-3 as well, 
right? A. Yes, sir. 

Q. Would you agree with me that the determination 
of whether the item represents an addition, betterment or 
replacement involves the exercise of judgment? 

• • i 

The Witness: Yes, I would say many of them are 
very self-evident but they may require some exercise of 
judgment. 

[19787] By Mr. Goldberg: 

i Q. You will also agree with me, I think, that it is fair 
to state that there are no hard and fast rules or standards 
or clear lines of demarcation, as between additions, better¬ 
ments and replacements? A. No, I cannot agree to that 
statement. 

Q. Do you think there are clear lines of demarcation 
which one can follow in determining whether the item is 
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an addition, replacement, betterment or repair, is that 
right? A. Well, if I may, I would like to put it this way: 
That in the majority of instances the line of demarcation is 
very evident. In some instances it may be considered as 
an on-the-fence item. That is the only way I can charac¬ 
terize it. 

Q. Would you say that there are on-the-fence items in 
the K Schedules? A. I believe not. 

Q. You think in each of the instances reflected in the 
K Schedules the category is self-evident, is that right, and 
did not involve the exercise of judgment? A. I believe 
that is true with at least the very great majority of them. 

Q. But you think there are a number of them where it 
is not true, is that right? A. No, I would say there are 
a few of them. 

[19788] Q. Well, since you say there are only a few of 
them, where it is not true will you please specify those few? 
A. I would say Item 26 covering the construction plant 
buildings on page 6 of Schedule K-2 is argumentative. 

Q. Is that the only one you can specify? A. That is 
the only one I can find offhand. I would have to make a 
rather thorough examination to identify them. 

Q. Based upon your present examination and your 
knowledge of your determinations at this time, we can say 
as to the others that the classification as between addition, 
betterment, replacement or repair is self-evident and does 
not involve judgment? A. No. Let me put it this way: 
That as regards the specification as to whether or not the 
item belongs in K-l, K-2 or K-3 it is of no great importance, 
it was considered to be of no great importance in this series 
of schedules. What was to be considered of importance 
was the fact that the item was one of the three. 

Q. That is, whether it should be capitalized or not, is 

that right ? A. That is right. 

Q. Now, then, let us go back to my question and hav¬ 
ing your explanation in mind will you take my question. 

• • • 
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[19789] The Witness : Well, the fact that the item is a capi¬ 
tal improvement is self-evident. 

By Me. Goldberg: 

Q. Let me put it this way: Whether it is a capital 
charge, or not, which you say was the important thing, is a 
matter of judgment, right? A. Yes. 

Q. There are no hard-and-fast rules or standards which 
you can apply in determining that, right? A. As I said 
before there are in some cases on-the-fence items but in the 
majority of cases it is self-evident that the items are of a 
capital nature. 

Q. Well, now, is it your statement that there are hard 
and fast rules to determine whether it is a capital charge, 
or not? A. Yes, there are. 

Q. There are? A. Yes. 

Q. It doesn’t require the exercise of judgment? A. 
Only in those cases where the question becomes [19790] 
debatable as to whether those hard and fast rules are hard 
and fast enough to cover the point. 

t • • 

i Q. There are different rules for each of the items that 
you were dealing with in the case of the K Schedules? 
A. I will not say that there are some items here classified 
as betterments which may, in fact, not be—in Schedule K-l 
—may,* in fact, not be just as applicable under K-2 or K-3, 
depending on the treatment given. 

Q. As you said the important thing is not whether it 
is K-l, K-2 or K-3, so I am directing myself to the impor¬ 
tant thing, whether it is a capital charge or a charge to 
operations. Did you apply the same rule to all of the items 
in. the K-l Schedules? A. I believe so, but we applied a 
general rule first. 

Q. What was that general rule? A. The general 
rule was to the effect that if the property [19791] of the 
company, the physical property of the company did not ac¬ 
curately or was not accurately reflected in capital costs of 
the company, that certain adjustments should be made in- 
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eluding the writing-off of property which did not exist and 
the capitalizing of items of a capital nature which did exist 
but which were not on the books of account. 

Q. That general rule I suppose you applied to the K-2 
and K-3 Schedules as well, is that right? A. Yes, except 
in the matter of the K-2 Schedule, it was a fact that the 
company may have had the same property as it had on its 
books of account, but it had been added to since the item 
was first acquired. 

Q. Is there any exception with respect to K-3 Sched¬ 
ules? A. The K-3 Schedules are sort of the same effect. 

Q. As K-2? A. K-2 is marked “Betterments”; K-3 
is marked “Replacements Involving Betterments”. 

Q. This general rule begins “If the physical property 
of the company was not accurately reflected in capital cost 
of the company;” how was it decided whether or not the 
physical property of the company was accurately reflected 
in the capital cost of the company as applied to the K 
Schedules? A. Well, as part of the original cost studies 
the company took a physical inventory of its property. It 
also made an analysis of the plant costs, then it reconciled 
the plant [19792] costs with the physical inventory of the 
property. 

If the plant costs reflected the purchase of property 
which the physical inventory did not reflect, it was due to 
the fact, first, that the property may have been abandoned 
in which case it was written off the books; in the second 
place it may have indicated that the property was used in 
construction, that is, it was of an incidental nature in con¬ 
structing the company’s property, in which case it became 
an indirect cost. 

Then there were items of equipment inventoried which 
could not be found in the analysis of the plant costs of the 
company. That indicated that the original charge, the origi¬ 
nal cost of that item had not been charged to plant costs, 
but elsewhere. If that were true a claim was made similar 
to these. 
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\ Q. Now, what standards did yon apply in connection 
with the K-l Schedules to ascertain whether there should 
be a re-accounting for the charge which had not originally 
been made to plant account ? A. The standard was this: 
That if the physical inventory indicated that there was a 
purchase of one type of equipment, that there should be a 
purchase of one type of equipment but the actual purchase 
indicated otherwise, we had to justify the difference be¬ 
tween the two and we very often found it was due to the 
betterment existing in the [19793] physical item that the 
original cost for the item and the description of physical 
inventory would differ. 

Q. I have difficulty in following that. Could you take 
one of the items and illustrate what the last answer means ? 
A. Well, take Item 6 of Schedule K-l, “Generator Room 
Controller and Cab”. The physical inventory of the con¬ 
troller and cab on that generator room crane did not tally 
with the original purchase of the equipment. Therefore it 
was evident that some change had been made between the 
time of the original purchase and the time of the inventory. 
The claim for the two items identified here now makes it 
possible to reconcile physical inventory with the cost as 
adjusted. 

Q. Now, then, in reaching your conclusions that the 
items in the K Schedules should be charged to plant ac¬ 
count and that the company originally erred in not so treat¬ 
ing the items, did you, yourself, apply the Standards of Ac¬ 
counting in the 1919 Pennsylvania System of Accounts? 

• © © 

The Witness: I cannot answer your question directly, 
Mr. Goldberg. I will have to explai n , if I may. 

The decision to make claims to have the company’s 
physical inventory of property and cost properly recon¬ 
ciled was made by Mr. Gunn, Mr. Eichhom and counsel. It 
was my function to make those claims so that the inventory 
and cost would [19794] reconcile themselves. 


Donald L. Wetzel, Cross 


2363 


In making that determination I was, of course, familiar 
with the fact that the property, in order to make the claim, 
should have inherent in it the increase in durability, in¬ 
crease in efficiency, and so forth, as prescribed by the Penn¬ 
sylvania system of accounts, but I was in no way passing 
upon the original accounting. 

Q. We are not to understand then that you are saying 
that the accounting followed by the company originally 
was erroneous under the 1919 Pennsylvania system of ac¬ 
counts, is that right? A. No, except as to this: When 
these claims were made after the decision to make such 
claims had been made and the claims had been made, they 
were reviewed by Mr. Gunn and Mr. Eichhorn as to the pro¬ 
priety of them and in so doing they may, or may not have 
passed on the former accounting, I do not know. 

Q. Yes, but I am interested in your process and if I 
understand your answer you agree with me that you per¬ 
sonally, in dealing with the items of the K Schedules and 
setting them up, did not reach any conclusions as to the 
propriety of the accounting followed by Penn Water under 
the system of accounts in force at the time, is that right? 
A. May I ask you if you mean by that question as to 
whether or not it was made upon managerial discretion, and 
so on, or whether it was incorrect as far as proper records 
are [19795] concerned? Which of those? 

Q. Accounting. A. Accounting? 

Q. Proper accounting for the items under the appli¬ 
cable system of accounts. A. The fact that it was in¬ 
correct accounting had already been established before I 
made these claims. 

Q. So that you did not consider or concern yourself 
with the propriety of the accounting followed, right? A. 
No, that fact had already been established. 

Q. Established by whom? A. Mr. Eichhorn, Mr. 
Gunn and counsel. 

Q. But you reached no independent decision on that? 
You accepted their conclusion that the accounting had been 
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improper? A. Yes, but that did not give me authority 
to make any claim I wanted to make. I had to confine my 
claims to reconciling physical inventory with cost. 

• • • 

[19796] Q. Is not this the fact, that the job orders re¬ 
ferred to in the K Schedules contain rather elaborate de¬ 
scriptions of the work done? A. In some cases, yes. I 
do not recall just the degree of description given in each 
of the job orders involved here. 

Q. In some cases the job orders consist of many pages, 
sometimes as many as 20 pages, right? A. I believe so. 
That is the information contained in [19797] the job order 
folder; the job order itself is a single sheet of paper. 

Q. Were there any instances where the job orders did 
not provide you with sufficient detail to reach your con¬ 
clusions referring to items which you have included in the 
K Schedules? A. I believe that is true. We had to go to 
people in the company who knew the situation in order to 
find out the true facts in the matter. 

Q. People in the company who had worked for Penn 
Water at the time the jobs had been done? A. Exactly 
so, and knew what work had been done, yes. 

Q. They relied on their memories, did they not? A. 
No, there was very often other correspondence which re¬ 
lated to the work, drawings, notes of men in the field, and 
tilings of that nature. 

Q. Very often it was merely memory they relied on to 
supplement their information, right? A. I do not be¬ 
lieve I can think of a case which is that vague, no. 

Q. Did you personally secure the supplemental infor¬ 
mation? A. Most of it came to me in such form that I 
could readily determine whether it was proper or valid in¬ 
formation. 

Q. Do you know whether you had available to you in 
reaching your conclusions, regarding the items in the K 
[19798] Schedules all the information which Penn Water 
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had at the time the original determination was made as to 
how the items should be handled? A. I cannot answer 
that without having some specific item in mind. Can you 
point one out? 

Q. Well, not having done the job myself you are put¬ 
ting the burden on me that is really on you. I just want 
to know if you can tell me right now, having in mind the 
items in the K Schedules, whether you had all the infor¬ 
mation available to you that the company had available to 
it at the time the original determinations were made ? A. 
I do not know. I would say that I had the very great ma¬ 
jority of the information available to me that the company 
had at the time it made its plans and charges. 

Q. Do you have any reason to doubt that the company, 
at the time the entries were made, had as much informa¬ 
tion to go on as you did? A. I believe they had 
as much information as I did but they neither applied it 
consistently nor correctly. 

Q. Do you have any doubt that they knew that the items 
in the K Schedules were more durable than the old items 
that were being replaced or repaired? A. You are now 
referring to betterments particularly, I assume? 

Q. K-l Schedules. [19799] A. At that time it was 
of no great consequence to the company whether it charged 
the capital accounts for betterments, or not. It was not a 
matter of rate base at that time or original cost, or recon¬ 
ciliation of original cost of items with inventory. 

Q. That does not answer my question. 


The Witness: They may have known that they were 
more durable and decided to ignore it in view of the cir¬ 
cumstances. 

By Me. Goldberg : 

Q. What did you mean when you said it was not a mat¬ 
ter of rate base? A. At the time the entries were made 
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it did not matter to the company whether or not the items 
were capitalized. 

Q. TThy? A. It did not affect its earnings. 

Q. Why didn’t it? A. It was on an energy form of 
contract at that time. 

Q. You were not then speaking of principles of regula¬ 
tion being involved, is that right? A. No, what I meant 
to indicate was it is of much more importance now to have 
the plant accounts reflect the property than it was at that 
time. 

Q. And you think because of that reason the company 
[19S00] at that time, the time the entries were made, was 
not so much concerned with correct accounting? A. Yes, 
sir. 

• • • 

[19801] Re-Direct Examination. 

By Mr. King: 

Q. Mr. Wetzel, the job orders which you analyzed in 
connection with the K Schedules, together with the file in 
which they were contained, were all made available to the 
Commission Staff, were they not? A. Yes, sir. 

• • • 

[19833] Mr. Goldberg: “Johnson’s Legal Opinion Re Or¬ 
ganization of the Company;” Part 65, “Johnson’s 
i Legal Opinions Re Eminent Domain;” Part 8, “Lee’s 
Affidavit. ’ ’ Part 24, ‘ 1 Hopkins ’ Affidavit. ’ ’ 

I think Hopkins or Lee is still alive and was not 
produced for cross-examination. 

Trial Examiner: Which one is alive? 

Mr. Goldberg: I think the record already shows 
which one Mr. Gunn thought was still alive. 

Mr. King: It is Lee. 

Trial Examiner: What is his condition? Where 
is he living and what is his physical condition? 
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Mb. King: He resides outside of Boston. He is 
a man in the late 80’s, I believe, an elderly man. We 
have communicated with him and his doctor forbids 
him to leave his home. 

Trial Examiner: I think I remember that. 

Mr. King: You remember that. 

Trial Examiner: Yes. 

• • • 


[19865] GEORGE H. DAVIS. 

• • • 

Cross-Examination. 

• « # 

[19964] Trial Examiner: Just one other question I want 
to ask before we recess. 

If I recall your testimony on either cross or direct 
with regard to the assignment of the Holtwood-High- 
landtown line and Highlandtown substation, your basis 
for assigning them directly to Baltimore was a con¬ 
sideration of the amount of energy used in connection 
with the time-of-year use? Is that correct? 

The Witness: No, that energy and the time-of-year 
use, or the time of the year it was used was with reference 
to the 220 kv lines, not the Highlandtown line. 

Trial Examiner: What was your basis for the 
[19965] Highlandtown line? 

The Witness: That Baltimore used substantially all 
of the energy that was carried over that line, or used all 
of the energy that was carried over that line, and I did not 
consider its use as a return, just a direct delivery to Balti¬ 


more. 
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[19972] Re-Dibect Examination. 

By Mr. Goldberg : 

Q. Mr. Davis, at transcript 19008, line 22, in answer 
to a question by Mr. Myse you testified that you are “not 
[19973] using in this allocation, the costs reported by Holt- 
wood Company ’ ’ and at transcript 19009, line 2, in response 
to another question by Mr. Myse you further testified that 
the $5,157,627 was not the total cost as reported by Holt- 
wood. 

Will you please explain what you mean by that testi¬ 
mony? A. Yes, I think it will be easier to understand if 
I use specific illustrations. 

For example, the costs I have used contain an item of 
return based on a 5 per cent rate of return on the depreci¬ 
ated rate base whereas Holtwood Company reports costs 
of service computed on an undepreciated rate base at a 
rate of return in excess of 5 per cent. 

Also the costs I have used in my allocation contain a 
figure for income taxes based on the income of a 5 per cent 
rate of return rather than on the income which is presently 
received by Holtwood Company. 

These are the principal illustrations which result in a 
variance between the costs I have used and those reported 
by Holtwood Company. 

Of course there are many instances where the costs I 
have used are the same as those reported by the company. 

Q. At transcript 18975, Mr. Myse was questioning you 
regarding vour statement that the methods followed by 
Mr. Spaulding of combining all Safe Harbor and all of 
Holtwood’s cost of service results in the allocation of a 
greater ratio [19974] of Holtwood’s cost to Baltimore than 
if he had developed the ratio for Holtwood alone, and in 
that connection you testified at that page that you were 
referring to the costs involved in supplying power and 
energy and special facilities. 
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Were you correct in testifying that you were referring 
to special facilities? A. No, my answer should have been 
confined to power and energy. 

Q. And when you testified as you did at line 17 of 
transcript 18989, were you there speaking of power and 

energy only? A. Yes, I was. 

• • • 

Q. Have you checked the figure of $74,379 which you 
deducted for “fuel” and which is referred to at line 24 of 
transcript 19018 for the purpose of ascertaining whether 
it is an average figure? A. Yes. 

Q. Is it an average figure? A. Yes, it is the average 
of the fuel in storage at the end of each month during the 
year. 

Q. And at transcript pages 19039 to 19043 you were 
[19975] asked concerning the assignment of two-thirds of 
the 220 kv lines to Baltimore and one-third to pool and 
particularly concerning the energy use of the lines in 1946 
as compared with 1944, which you said was one of the con¬ 
siderations you took into account. 

Were there other considerations which influenced your 
determination? A. Yes, I considered the fact that in 
periods of low flow these lines provide the only dependable 
source of energy required to supply Penn Water’s firm 
requirement in Pennsylvania during those hours when the 
water is being stored at the hydro plants, particularly if 
such low flow should occur in the peak load months. 

This consideration, though not susceptible to mathe¬ 
matical determination, does indicate to me a greater use 
of the 220 kv lines for service to Pennsylvania customers 
than appears from a direct comparison of the energy ac¬ 
tually transmitted over the lines in any one year. 

Trial Examiner: What page was that? 

The Witness: 19043. 

Mr. Goldberg : 19039 to 19043. 

T rial Examiner: Where did you stop on 19043? 

At the bottom of the page? 
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The Witness : There is one question on 19044 that car¬ 
ries over there on the same subject. 

[19976] Trial. Examiner: All right. 

By Mr. Goldberg: 

Q. During what month was backfeed used for the 220 
kv lines a maximum in 1946? A. During the months of 
low flow and of maximum load on the interconnected system. 

j Q. During what months is there maximum use of the 
220 kv lines for send-out from Safe Harbor to Baltimore? 
A.. During the months of high river flow. 

Q. Did these facts enter into your allocation of the 
220 kv lines ? A. Yes. 

Q. At transcript pages 19,045 and 19,046, you testified 
that the Ellicott City-Takoma line is used for interchange 
purposes between Baltimore and PEPCO and for the pur¬ 
pose of supplying firm energy from Baltimore Company to 
PEPCO. 

Are those the only uses of that line? A. No, they 
are not. 

Q. What other use is made of that line? A. That 
line is used also for backfeed to Holtwood Company. 

Q. Does that mean a portion of the backfeed from Bal¬ 
timore to Safe Harbor comes over the Ellicott City-Takoma 
line? A. Yes, that is where part of it does come from. 
[19977] Q. On page 19,067, line 9 you stated you treated 
the amount of firm energy billed to Metropolitan Edison 
Company as though it were actually the metered amount at 
Violet Hill. Did you mean when you so testified that firm 
energy was metered separately from interchange energy 
to M. E. Company at that point? A. No, the meter meas¬ 
ures the total quantity received at that point without dis¬ 
tinction and the interchange to M. E. Company, after ad¬ 
justment for the portion delivered to Pennsylvania Power 
and Light Company through Metropolitan Edison Com¬ 
pany, is that portion of the total in excess of the firm energy 
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as computed according to the terms of the contract, which 
is Exhibit No. 72. 

Q. Is that what you had in mind in making your an¬ 
swer at transcript 19,066, line 20: Namely, that the meters 
do not distinguish the quantities registered as between firm 
and net interchange ? A. Yes, that is right. 

Q. Referring you to transcript 19,070, the question be¬ 
ginning at line 2, what did you understand Mr. Myse was 
referring to when he said “total resources”? A. Total 
energy resources, which was what we had been discussing 
at that time. 

Q. And did you make your answer which appears on 
lines 5 to 7 of that transcript page 19,070 on that basis? 
[19978] A. Yes. 

Q. At transcript 19,135 you were questioned by Mr. 
Myse regarding your use of 2 per cent in connection with 
operation of single phase equipment at Safe Harbor for 
railroad service. 

Have you since your cross-examination checked the 
available data in connection with your use of 2 per cent? 
A. Yes, I have. 

Q. What have you found ? A. I have found that op¬ 
erating and maintenance expense applicable to water 
wheels, turbines, generators and accessory electrical equip¬ 
ment as reported by Safe Harbor for 1946, including an 
allocation of general and administrative expense, is ap¬ 
proximately 2.2 per cent of investment in those facilities. 

Q. At 19,215, line 21, you state in effect that there 
were two outlets for 25-cycle generation at Holtwood, 
namely to Lancaster and to Baltimore Company at High- 
landtown. Is it not true that a part of the 25-cycle output 
at Holtwood can be transferred to Holtwood ’$ 60-cycle sys¬ 
tem through the two frequency changers at Holtwood? 


The Witness : Yes, that is true. 
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[19980] Q. Referring you to transcript 19,233, lines 7 to 
11, and your answer at line 12 of that page and considering 
Mr. [19981] Myse’s definition of received at transcript 
19,238, line 25, is the amount of 538,171,000 kwh the amount 
of energy actually received by Penn Water from Safe Har¬ 
bor in 1946? 

Mb. Myse: Now, I object to that question as not 
being proper rebuttal, because again I point out that 
the definition given on page 19,238 has no connection 
whatsoever with the testimony at page 19,233 which 
this question purports to examine anew. 

i Trial Examiner: The objection is overruled. 

• # • 

The Witness: No, that is not the actual amount of en¬ 
ergy delivered by Safe Harbor to Holtwood’s facilities. 

By Mr. Goldberg: 

Q. Why not? A. Because the total amount of Safe 
Harbor’s output is delivered to Holtwood’s facilities. In 
1946 this amount was 876,968,000 kilowatt-hours. 

Q. At transcript 19,201, line 24, to transcript 19,203, 
[19982] line 11, you were asked concerning the allocation 
of total hydro power cost to capacity and energy com¬ 
ponents, and you agreed that if 100 per cent of the installed 
capacity were dependable capacity, then by your method 
you would allocate 100 per cent of the hydro costs to the 
capacity components. 

Did the type of contract known as H and I in this pro¬ 
ceeding influence you in making the allocation to capacity 
and energy components as you did? A. Yes, it did. Con¬ 
sideration was first given to the net revenue to determine 
what, if any, part of it was a function of energy sales which 
would constitute a proper basis for allocating a portion of 
the costs including return, depreciation and income taxes to 
tlie energy component. 
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Examination of the contracts under which Holtwood 
operates revealed that the net revenues are independent of 
the amount of energy sold. In view of this condition, it 
appears that the hydro costs should be allocated to the ca¬ 
pacity component in proportion to the dependable capacity 
of the hydro plants, which is the method which I have used. 

Q. Do the same considerations which determined your 
method of allocating hydro costs also apply to the alloca¬ 
tion of the fixed costs of steam generation to the capacity 
components? A. Yes, they do. 

[19983] Q. Are these considerations responsible for the 
unit capacity costs developed in your studies? A. Yes, 
because these unit capacity costs are the direct result of a 
contract condition. 

Q. Beginning at transcript page 19,110 to page 19,124, 
you were asked about your allocation of intangible and gen¬ 
eral plant, which in your study you assigned to the pool 
Why did you assign this general and intangible plant to 
the pool? A. This was considered a jointly used prop¬ 
erty, and was therefore allocated from the pool on the basis 
of use. 

Q. What other method could you have used in allocat¬ 
ing general and intangible plant ? A. Well, this property 
could have been allocated directly to transmission and pro¬ 
duction plant. 

Q. Would this same method apply to general and ad¬ 
ministrative expenses? A. Yes, that could have been 
treated the same way. 

Q. At transcript 19,098 you were asked concerning the 
total hydro operating cost as shown in the last column of 
Table m, Exhibit 421, which represents the total cost of 
hydro operating after deducting the $133,750 which Holt- 
wood receives for allowing backwater from the Conowingo 
plant to reduce the head at its plant. 

Could you have treated this payment in any other way? 
[19984] A. Yes. The hydro costs could have been assigned 
to the pool without the deduction, and the deduction could 
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have been made in Table V after administrative and general 
expense had been allocated to the individual customers and 
the pooL 

• • • 

[19988] Q. Mr. Davis, at transcript 19,098, you were asked 
whether the amount $269,145 appearing in line 1 of Table 
III of Exhibit 421 shows the total costs of service as you or 
the Commission accountants found them; is that right? 
A. That is right. 

Q. And is your answer to the question based upon the 
treatment you accorded the $133,750? A. Yes. 

Q. And did you at transcript 19,099 testify that there 
seemed to be no satisfactory way of handling the $133,750 
except to say that Penn Water had a cost net of only 
$269,000? A. That is right. 

Q. Now, then, have you considered whether the 
$133,750 could have been treated in any way other than the 
manner in which vou treated it in Exhibit 421 ? A. Yes, 
I had in mind another way. I had in mind another way 
at that time. 


[19989] Q. When you say you had in mind another way at 
that time, what does ‘ ‘ at that time ’ ’ refer to ? A. At the 
time when I set up the allocation as is shown in Exhibit 
421. 

Q. Now, did you consider that the hydro costs could 
have been assigned to the pool without the deduction, and 
the deduction could have been made in Table V after ad¬ 
ministrative and general expense had been allocated to the 
individual customers and to the pool? 


i The Witness : Yes, I did consider that as an alternative 
method, and considered what effect it might have on the 
answer. 



George H. Davis, Re-Direct 


2375 


By Mr. Goldberg: 

Q. What would have been the effect on the results of 
your study if you had treated this backwater payment in 
that way? 

• • # 

[19990] The Witness: It would have increased the total 
cost allocated from the pool by a small amount of a dmini s- 
trative and general expense which would have been allocated 
to the $133,750, and it would have decreased the costs as¬ 
signed to individual customers. 

It would also have increased the proportion of admin¬ 
istration and general expense allocated to hydro costs in 
the pool. The effect on the final result would have been 
small. I have not attempted to determine the effect of this 
change separately from that of transferring intangible and 
general plant from the pool to direct allocation in Table I, 
and of similarly transferring administrative and general 
expense in Table III. 

By Mr. Goldberg: 

Q. Well, what would have been the effect on the results 
of your study had you adopted the method of direct allo¬ 
cation of intangible and general plant, administrative and 
general expense and had used the total hydro costs in Table 
III and the first part of Table V ? 

# • • 

The Witness: All three of these alternative methods 
cumulatively would have increased the total cost allocated 
to Baltimore by about $76,000 and decreased the costs allo¬ 
cated to [19991] Pennsylvania customers in the same total 
amount. 

• • • 

Q. At transcript 19,186, lines 5 to 10, you were asked 
this: “If the actual Pennsylvania Railroad load in Penn¬ 
sylvania at the time of the area 6 system peak had actually 
been 36,557 kilowatts, would not the load shown in Exhibit 
425 have been higher by 12,557 kilowatts on that peak 
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hour,” and at transcript page 19,187, lines 14 to 19, you 
were asked if it [19992] would not be correct to say that if 
yon had used that higher peak load at the time of area 6 
system peak in determining your dependable capacity, you 
would have come out with a higher figure for dependable 
capacity. 

i You replied that that was correct if it had been deter¬ 
mined that way. Was it determined that way? A. No, 
sir. 

Q. How was it determined in so far as the railroad load 
entered into your determination? A. My determination 
was based on a consideration of the total area 6 peak load 
which included the combined railroad load in Maryland and 
Pennsylvania. Using 36,557 kilowatts for the load in Penn¬ 
sylvania alone would not alter the total railroad load and 
therefore would not affect the result of my determination 
of dependable capacity. 

Q. At transcript page 19,294, in reply to a question be¬ 
ginning at line 16 and ending at line 21, you stated at lines 
22 to 24 at that same page that more backfeed or diversion 
would be required assuming all other conditions remain¬ 
ing the same, if interchange energy supplied to the Penn¬ 
sylvania customers were increased. 

Would not backfeed and diversion of Baltimore Com- 
uany’s two-thirds from Safe Harbor be increased assuming 
all other conditions remaining the same, if Penn Water’s 
sale of firm energy to its Pennsylvania customers in¬ 
creased ? 

# • • 

[19997] The Witness: Yes, the same thing would be true 
if firm power sales increased as if interchange sales in¬ 
creased all other conditions remaining the same. 

By Mb. Goldberg : 

Q. Would not backfeed and diversion of Baltimore’s 
two-thirds from Safe Harbor also increase, assuming all 
other conditions remaining the same, if the river flow at 
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Safe Harbor and Holtwood was lower than experienced in 
1946 ? A. Surely. 

• • • 

[19999] Q. Mr. Davis, referring yon to transcript 19,325, 
Mr. Myse put this question to you at line 13: “Now, which 
of the two figures $103,690 or $94,037 is the correct [20000] 
amount of the cost to be allocated to the Pennsylvania Rail¬ 
road in Pennsylvania for special facilities”—implying that 
there was some inconsistency between the two amounts. 

Is there an inconsistency between the two amounts in 
your use of them? A. No, one is costs allocated; the 
other is charges made to the railroad company. 

Q. Will you explain why there is a difference between 
the $94,038 and the $103,600 ? A. The $94,038 is the total 
special facility cost allocated to the railroad in Pennsyl¬ 
vania and the $103,690 is the proportionate amount of the 
facility charges corresponding to the $94,038 of allocated 
cost and is used as the basis of adjusting the revenue col¬ 
lected by Holtwood from the Pennsylvania Railroad to 
conform to the allocation of cost. 

• • • 


[20005] STANLEY W. ROLAND. 

• • • 

Further Re-Direct Examination. 

By Mr. Goldberg: 

Q. I show you your testimony at 19449 and call your 
attention to your answer at line 17 where you say, “My 
answer [20006] at that point is wrong.” 

That answer that you make followed what is referred 
to by the reporter as “question and answer read.” I won¬ 
der if you can tell us what you were referring to when you 
said “My answer at that point is wrong” in the previous 
tes tim ony you were referring to. A. I had reference to 
the answer at 19447, line 10; also the answer at 19447, line 
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17, and also on the same page at line 21. In each case the 
deliveries at Westport, Riverside, Takoma Park and at 
Conowingo and at Perryville are in part energy purchased 
by Baltimore Company from Safe Harbor at Safe Harbor 
and delivered by Holtwood to the Baltimore Company. 

• • i 

[20010] Trial Examiner: Very well. On page 19461, lines 
21 to 23, Respondents’ counsel attempted to put a ques¬ 
tion to the [20011] witness which was ruled out by the 
Examiner at 19466, lines 3 and 4. 

In consulting the transcript I find that most of 
the testimony in evidence that I thought would support 
a finding that this particular question was repetitious, 
went to the matter of w’hat the contracts provided, and 
I have not yet been able to find in the transcript that 
there has been any testimony directly on the point of 
whether Baltimore Company rendered a bill to the rail¬ 
road covering only the so-called sale to the Railroad 
in Maryland, as a matter of practice. You may put 
that question to the witness if you wish. 

Mr. Myse: Well, may w*e have an answer to the 
question, then, as put on page 19461, lines 21 to 23, as 
follows: “Does Baltimore Company render a bill to 
the Railroad covering only the so-called sales to the 
Railroad in Maryland?” 

The Witness: No, the bill covers sales by Baltimore 
Company in Maryland and Holtwood Co. in Pennsylvania. 
There is one bill. 

By Mr. Myse : 

Q. Is there anything in the bill where it says anything 
about sales by Holtw’ood and Baltimore in both Pennsyl¬ 
vania and Maryland ? 

• • • 

[20012] The Witness: I do not believe it does. 
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By Mb. Myse : 

Q. As a matter of fact, this bill covered sales by ‘ 1 Elec¬ 
tric Companies,” is not that right? 

• • • 

The Witness: If it is stated as it is in the contract, 
that is what it would state, but I have not seen the bill or 
I do not recall having seen it recently enough to recall 
whether or not it includes what was just stated. 

• • # 


[20014] JOHN M. NEWLANDS. 

• « • 

Fukther Re-Direct Examination. 

By Mb. Goldberg : 

Q. You are the same Mr. Newlands who has previously 
appeared and been sworn? A. Yes, sir. 

Q. Do you have Exhibit 421 before you? A. Yes, 
sir. 

Q. Can you take Exhibit 421 and referring to each of 
the tables indicate the figures you supplied to Mr. Davis? 

• • • 

[20016] The Witness: Yes, I can do so. 

By Mr. Goldberg : 

Q. Will you do so, please? A. On Table I of Exhibit 
421 I supplied all the figures in column 7, with the excep¬ 
tion of the 100 per cent at the end. 

Mr. Myse : Just so we understand what you mean 
by column 7, it is the column headed, “Total Service,” 
right ? 

The Witness: Yes, sir. 

Mr. Myse: With what exception? 

The Witness: The percentage figure at the end. On 
Table II, I supplied all the figures in the Total Service 
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column, Column 7 and the basic figures by lines from which 
Item 2, “Depreciation Reserve,” was calculated. 

I supplied depreciation reserve figures by lines. Mr. 
Davis took those figures and accumulated them by com¬ 
panies and made an allocation of the reserve applicable to 

general property to those companies. 

• • • 

[20017] The Witness: On Table III I supplied the basic 
figures for operating expenses taken from the company’s 
books from which the figures in the Total Service column, 
Column 7 were derived. 

[20018] Trial Examiner: In other words, you supplied 
everything in the “Total Service” column? 

The Witness: Yes, the underlying figures. Mr. Davis 
has made combinations to arrive at these figures here. On 
Table TV I supplied the basic figures from which Item 4 
“Depreciation Expense” was calculated by Mr. Davis. In 
other words, there again I supplied the depreciation by 
lines and he accumulated them and allocated the general 
depreciation by companies. 

• • i 

[20019] The Witness: The figures in Column 7 of “Total 
Service” of Table IV check directly or can be derived from 
exhibits that [20020] are already in the record, Mr. Dunn’s 
Exhibits 392 and 393. 

On Table V I supplied the basic figures for line 7 “De¬ 
preciation Reserve” and there again Mr. Davis made an 
allocation of the general depreciation and added it to my 
basic figures to arrive at the figures on this schedule. I 
also supplied the figures shown at line 18 “Depreciation 
Expense” and Mr. Davis made the same allocation. 

• • • 

By Mr. Goldberg : 

Q. Referring to Exhibit 422, can you point out, by 
going through the tables, the figures you supplied to Mr. 
Davis? A. Well, they are similar figures to those that 
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I explained or just illustrated in Exhibit 421. Do you want 
me to go through this exhibit? 

Q. No, I think that answer is sufficient. 

• • • 


[20052] R. L. THOMAS. 

• • • 

Direct Examination (in Rebuttal). 

By Mr. Reiblich : 

• • • 

[20064] Q. How have the parties construed the two-thirds 
and one-third apportionment since the Safe Harbor plant 
went into commercial operation in 1932? A. Until after 
the beginning of these hearings, the three parties (i. e., the 
Baltimore, Holtwood and Safe Harbor Companies) have 
all considered and have repeatedly and consistently stated 
that the Baltimore Company purchases two-thirds, and 
Holtwood Company one-third, of the Safe Harbor output, 
and conversely that Safe Harbor Company makes these 
sales. 

Q. Was this true after, as well as before, Safe Harbor 
Company became a party to the Pennsylvania Railroad, 
Lancaster, Coatesville and York contracts? [20065] A. 
Yes, it was. The signing of these contracts by Safe Har¬ 
bor Company made no difference in the situation. Both 
before and after Safe Harbor Company became a party to 
them Holtwood Company has sold the electrical energy 
to the customers at Lancaster, Coatesville and York, and 
has collected and retained the charges. The amounts of 
these charges became deductions in computing Holtwood 
Company’s bill to Baltimore Company as provided in Ar¬ 
ticle III of the 1931 agreement between Holtwood and Bal¬ 
timore Companies. Likewise Holtwood Company has made 
the sales to the Pennsylvania Railroad in Pennsylvania. 
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[20070] Q. Was this idea of avoiding double taxation by 
the direct sale of energy by Safe Harbor Company to the 
Pennsylvania customers ever carried out? A. No, it was 
not. The fact is that it was decided not to attempt to avoid 
double taxation, as I shall explain later. From the begin¬ 
ning of commercial operation until [20071] the end of 1942, 
Safe Harbor Co. paid to the State of Pennsylvania the 
gross receipts tax on every dollar of revenue received from 
the sale of one-third of its output to Holtwood Co. and 
Holtwood Co. paid the gross receipts tax on the entire 
amounts paid by the Pennsylvania customers and by the 
Pennsylvania Railroad for power and energy delivered in 
Pennsylvania, with the single exception of the year 1932 in 
which Holtwood Company claimed certain exemptions. 
Effective January 1, 1943, an amendment to the Pennsyl¬ 
vania Gross Receipts Tax Law exempted from taxation 

‘‘gross receipts derived from sale for resale of elec¬ 
tric energy to persons, partnerships, associations, cor¬ 
porations or political subdivisions subject to the tax 
imposed by this act upon gross receipts derived from 
such resale ...” (Pennsylvania Act of May 21, 1943, 
P. L. 334.) 

Nevertheless, Safe Harbor Company was still required 
to pay the gross receipts tax on revenue from that portion 
of Holtwood Company’s one-third share of Safe Harbor’s 
output which was calculated to be resold by Holtwood Co. 
to Pennsylvania customers other than the Pennsylvania 
Railroad, since Holtwood Co. did not pay the tax on such 
sales, and Holtwood Co. has paid the tax on the Pennsyl¬ 
vania portion of revenues received from the Pennsylvania 
Railroad. 

• • • 

[20072] Q. Can you explain what happened with reference 
to the inter-company consideration of whether Safe Harbor 
should sell directly, or jointly with Holtwood, to the Penn¬ 
sylvania customers. A. Yes, I can. The method of ac- 
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counting for energy and the decision that Safe Harbor Com¬ 
pany would continue to sell its entire output to the Balti¬ 
more and Holtwood Companies were the result of joint 
study of the question over a period of years and of mutual 
agreement by Baltimore Company and Holtwood Company. 
When the Pennsylvania Railroad began the work of elec¬ 
trifying its lines in Pennsylvania the question of w T hether 
Safe Harbor Company should sell directly or jointly with 
Holtwood Company the supply to the Railroad in Pennsyh 
vania was taken up specifically by Holtwood and Baltimore 
Companies as set forth in a memorandum dated March 3, 
1937, by the Operating Committee provided for in the con¬ 
tracts between the Holtwood and Baltimore Companies and 
between the Safe Harbor, Holtwood and Baltimore Com¬ 
panies. It had not been necessary to decide the question 
prior to that time as [20073] all of the energy for the 
Pennsylvania Railroad electrification was delivered either 
in Maryland or the District of Columbia for the electrifica¬ 
tion of the main railroad line from Perryville, Maryland, 
to Washington, D. C., and was recognized as a sale by 
Baltimore Co. alone. 

Q. Is this the memorandum to which you refer? A. 
It is. 

Mr. Reiblich: I ask to have this marked Exhibit 

470. 

(Exhibit No. 470 is marked for Identification.) 
By Mr. Reiblich : 

Q. What conclusion was reached by the Operating Com¬ 
mittee? A. This memorandum reveals that the idea 
of joint sale by Holtwood and Safe Harbor Companies to 
the Railroad in Pennsylvania was rejected by the Commit¬ 
tee as too complicated. After considering the respective 
merits of sale directly by Safe Harbor Company or directly 
by Holtwood Company, the Operating Committee recom¬ 
mended that Holtwood Company should sell directly to the 
Pennsylvania Railroad all of the latter’s requirements de- 
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livered under this contract in the State of Pennsylvania. 
In considering these plans, the Operating Committee re¬ 
ferred to the proposed direct sale by Holtwood Company 
as being treated in “exactly the same manner as sales to 
Lancaster, York and Coatesville. ” The recommendations 
of the Operating Committee were approved by Mr. Walls, 
[210074] President of the Holtwood Co., and Mr. Wagner, 
President of the Baltimore Co. by an exchange of letters 
dated September 9, 1937, which letters have been intro¬ 
duced into evidence by the Holtwood Company in this case 
and have been identified as Exhibit No. 11. 

Although the Operating Committee’s memorandum was 
written primarily in connection with the Pennsylvania Bail- 
road electrification, it also discusses the treatment of sales 
to other customers in Pennsylvania, pointing out that sub¬ 
stantial savings in gross receipts taxes in Pennsylvania 
could be effected if the Safe Harbor Company made direct 
sales to the Pennsylvania Railroad and the other Pennsyl¬ 
vania customers. However, the Operating Committee said 
on page 5 of their memorandum: “Nevertheless the tax 
saving (equal in amount to the gross receipts tax on one- 
third of the revenue received from the Pennsylvania cus¬ 
tomers) has never been considered sufficient to justify con¬ 
tractual changes and complications resulting from direct 
sale by Safe Harbor Company.” 

• it 

[20076] Q. Prior to these hearings, have the sales of elec¬ 
tric energy by Holtwood Company to its Pennsylvania cus¬ 
tomers ever been considered as joint sales by Holtwood 
Company and Safe Harbor Company? A. No, the sales 
have never been considered as joint sales, but recognition 
has been given to the fact that the energy for these sales 
comes from an integrated system consisting of the re¬ 
sources of the Baltimore, Holtwood and Safe Harbor Com¬ 
panies. Such recognition is found in the fuel rate adjust¬ 
ment clauses of the Pennsylvania Railroad and Coatesville 
[20077] contracts. 
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The fuel rate adjustment formula for the Pennsylvania 
Railroad is specified in the original 1931 Agreement with 
that Company, but the formula for the Coatesville con¬ 
tract was not developed until 1944. Both formulae are 
based on the premise that the energy supply includes the 
generation of the Holtwood and Safe Harbor Hydro Plants 
and of the Baltimore and Holtwood Steam Plants and ad¬ 
just for the increased cost of coal in Baltimore in the pro¬ 
portion that the Baltimore and Holtwood steam genera¬ 
tion bears to the total generation of the Holtwood, Balti¬ 
more and Safe Harbor Companies. (In the Coatesville 
contract allowance is also made for certain interchange 
operations.) 

Q. If Safe Harbor Company had not been made a party 
to the contracts with Holtwood Company’s Pennsylvania 
customers, would the accounting and operations of the Safe 
Harbor, Holtwood and Baltimore Companies have been any 
different than they have been? A. They would not. If 
Safe Harbor had not been named as a party to any of the 
Pennsylvania contracts, including the Pennsylvania Rail¬ 
road, no change would have been necessary in any opera¬ 
tions, statistical or accounting records, or sales reported to 
public agencies; and the revenue received, expenses, taxes 
paid and net income of all three parties would remain un¬ 
changed. 

[20078] For example, in the initial drafts of the 1946 con¬ 
tract with the Metropolitan Edison Company as submitted 
to Baltimore Company by Holtwood Company, it was pro¬ 
posed that Safe Harbor Company should continue to be a 
party as in the preceding 1935 agreement. When Balti¬ 
more Company questioned whether taxes had been saved 
through Safe Harbor Company’s being a party to the ex¬ 
isting contract and pointed out that no power and energy 
was actually sold by Safe Harbor Company to Metro¬ 
politan Edison Company, Holtwood Company agreed to 
the omission of Safe Harbor Company as a party to the 
renewal contract. This omission has caused no changes 



2386 


R. L. Thomas, Direct 


in operation, accounting or billing. The accounting and 
reports of the three power companies have been con¬ 
sistently on the basis that Safe Harbor disposes of its en¬ 
tire output to Baltimore and Holtw’ood Companies. 

Q. Will you please explain this? A. In 1932, when 
the Safe Harbor plant began commercial operation, it be¬ 
came necessary for the Baltimore, Holtwood and Safe Har¬ 
bor Companies to agree on a method of accounting for 
energy sales and purchases even though this determination 
did not affect the inter-company billings. In 1932 the Oper¬ 
ating Committee worked out and adopted a form, identified 
in this case as Exhibit No. 143, for the monthly determina¬ 
tion of energy sales. This form, entitled “Energy Pur¬ 
chased by Baltimore and Holtwood Companies from Safe 
Harbor Company and [20079] Energy Purchased by Balti¬ 
more Company from Holtwood Company” has been used 
by all three companies from July 1932 to October, 1946. 
Every month from July 1932 to October, 1946, the form 
has been made out by Holtwood Company and sent to 
Baltimore Company. All three companies have used these 
statistical reports, or the data therein, in reporting energy 
purchases and sales to the Federal Power Commission, the 
Public Service Commission of Maryland and the Public 
Utility Commission of Pennsylvania. 

[20080] Q. Mr. Thomas, I show you a tabulation showing 
the annual kwh figures for 1944, 1945 and 1946. Is this the 
same form you just referred to? A. Yes, it is. The 
form itself, and the figures typed thereon for 1944 and 1945, 
were made up by Holtwood Company and sent to Balti¬ 
more Company. The figures for 1946 were entered on the 
form in ink by Baltimore Company. Holtwood Company 
has not yet issued this report for 1946. 

Mr. Reiblich: May I have the document handed 
to the reporter marked for identification as Exhibit 
471? 

i Trial Examiner: The document handed to the re¬ 
porter may be marked Exhibit 471 for Identification. 

(Exhibit 471 was marked for Identification.) 




R. L. Thomas, Direct 


2387 


By Me. Reiblich : 

Q. Do you wish to comment on this form? A. Yes. 
One of the items on this form (No. 20) which was needed 
and has been used for reports to the regulatory authorities 
is captioned “Energy Purchased by Baltimore Company 
from Safe Harbor Company.” It is computed as two- 
thirds of the Safe Harbor net metered kwh sendout less 
a computed allowance for line losses. The companion item 
(No. 21) is captioned “Energy Purchased by Holtwood 
Company from Safe Harbor Company.” It is computed 
as one-third of the net metered kwh sendout at Safe Harbor. 

When Safe Harbor Company became a party to Holt- 
wood [20081] Company’s contracts with the Pennsylvania 
customers no change was made in Items 20 and 21 of the 
form, or elsewhere. 

• • # 

[20094] Q. Mr. Thomas, at transcript page 908 Mr. Roland 
identified as Exhibit No. 37 a transmission map of Holt- 
wood [20095] Company, No. 130463, which was filed with 
Holtwood Company’s Form 12 report to the Federal Power 
Commission for 1944. What does the symbol designation 
on this map at Perryville and Conowingo, Maryland, show? 
A. At Perryville and Conowingo there appears a symbol 
“W-l” which is identified in the legend as “Point of De¬ 
livery for Account of Consolidated Gas Electric Light and 
Power Company of Baltimore.” 

Q. Mr. Spaulding has introduced a revision of Map 
No. 130463 dated January 15,1945, identified in this case as 
Exhibit 353. What designation is shown at Perryville and 
Conowingo on this map? A. The symbol “V,” shown 
on the revised map at Perryville and Conowingo, is identi¬ 
fied in the legend as “ Interconnection with The Pennsyl¬ 
vania Railroad Company. ’ ’ 

Q. In testimony regarding the revised map Mr. Spauld¬ 
ing testified as follows (transcript page 16588, lines 21 
through 24): 
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“Q. (By Mr. Sparks) Was such designation as 
shown on Exhibit 37 a misstatement of the facts? 

“A. Not in all instances, but it was an over¬ 
simplified representation. ’ ’ 

Do you agree with the changes made on the map and 
with Mr. Spaulding’s reasons for changing the designa¬ 
tions on the map? [20096] A. No, I do not. Perryville 
and Conowingo are points of delivery of electric energy by 
Holtwood Company to Baltimore Company, that is, Holt- 
wood Company physically delivers energy to the Railroad 

for the account of Baltimore Company. 

• # • 

[20102] Q. In Exhibit 319, page 4, Mr. Zinder has made 
the following statements: 

“Furthermore, the joint nature of many of the 
operations serves to very closely knit Penn Water into 
the whole interconnected system. Lifting Penn Water 
out of this position and treating it as a self-contained 
whole, while contrary to its manner of operation, is 
possible in connection with the determination of Penn 

! Water’s cost of service to Baltimore Company. 

i “• • • A review of the facilities of Penn Water 
reveals that while the operations involved over the 
facilities may be very complex, particularly con¬ 
tractually, the actual purpose and use of the facilities 
is comparatively simple with reference to the services 
to Baltimore.” 

i Do you agree with these statements? A. No, I do 
not. Holtwood Company cannot be treated as a “self- 
contained whole” in connection with any allocation of cost 
of service to any of its customers, and “the actual purpose 
and use of the facilities” is not “comparatively simple” 
with reference to the services to Baltimore. I particularly 
take exception to Mr. Zinder’s attempt to “lift out” from 
the rest of the system Holtwood Company’s 25-cycle facili¬ 
ties. 
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Q. Will you explain briefly your reasons for this an¬ 
swer? 

[20103] A. # # # Holtwood Company is dependent upon the 
transmission lines from Holtwood and Safe Harbor to 
Baltimore not only to dispose of its energy during high 
river flow, but to receive energy during periods of low flow. 
All of these transmission lines are two-way streets. Fur¬ 
thermore, energy flows from Holtwood to Baltimore on the 
25-cycle transmission lines at the same time that 60-cycle 
energy is flowing back from Baltimore Company to Holt¬ 
wood Company or its Pennsylvania customers by way of 
the transmission lines connecting Baltimore with Safe Har¬ 
bor. The system is operated like a single system to obtain 
maximum overall economy. Energy originating at the 
plants of the several companies is commingled and is al¬ 
lowed to flow around the various loops and over the vari- 
out transmission lines in accordance with the requirements 
of system characteristics and operating economy. One of 
the objectives of the 1931 inter-company contracts (Items 
E and H in this proceeding), was to avoid the necessity 
of identifying the kilowatt hours flowing around the various 
loops and over the various transmission lines and of segre¬ 
gating them for billing purposes. 

• • • 

[20105] Q. In Exhibit 319, pages 13 and 14, Mr. Zinder 
allocates 92% of the investment in Holtwood 25-cycle gen¬ 
erating plant and substation to Baltimore Company. Do 
you agree that such allocation is reasonable? A. No, I 
do not. An analysis of the use that is made of the 25-cycle 
power generated at Holtwood shows that in any alloca¬ 
tion the generating plant, frequency changers and 25-cycle 
substation should be charged to the pool, as they are used 
in connection with pool operations for the benefit of all cus¬ 
tomers. 

Q. Have you had charts prepared to illustrate in par¬ 
ticular the use that is made of the 25-cycle Holtwood out¬ 
put? A. Yes. 
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[20106] Q. Are these the charts to which you refer? A. 
Yes. 

Mr. Reiblich : I offer these documents, Mr. Ex¬ 
aminer, and ask that they he marked for Identification. 

Trial Examiner: The documents are marked Ex¬ 
hibit 472 for Identification. 

(The documents referred to above were marked 
Exhibit 472 for Identification.) 

By Mr. Reiblich : 

Q. These charts cover the week of September 16 
through September 22, 1946. Will you please explain why 
you chose that week? A. There are several reasons: 
(1) That week has already been referred to in the cross- 
examination of Mr. Spaulding at transcript p. 3628; (2) 
this week illustrates operation during fairly low river flow, 
although the flow was still more than three times the min¬ 
imum; (3) this week’s operation demonstrates the fact that 
Holtwood 25-cycle energy is indirectly supplied to 60-cycle 
Pennsylvania customers at other than high flow, contrary 
to what was implied by Mr. Myse’s questions and Mr. 
Davis’ answers at transcript p. 11,932; (4) this week’s op¬ 
eration illustrates well the various ways in which Holt- 
wood 25-cycle capacity is used for the Pennsylvania load. 

Q. Will you please describe this exhibit? A. First I 
should like to say that the ordinates are [20107] in units 
of thousands of kilowatts and each small division repre¬ 
sents 5,000 kw. Each small division on the horizontal scale 
represents an hour and 24 hours are shown for each day 
of the week. Certain hours are shaded red, green and blue 
for easy reference. The actual daily flow for each of the 
seven days is shown under the day and date. Sheet No. 1 
and Sheet No. 2 of the exhibit graphically illustrate how 
Holtwood’s 25-cycle capacity is used. Sheet No. 3 shows 
energy flow on individual lines and other data that are use¬ 
ful in explaining the disposition of the energy. 
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Q. Starting with curve 1 on Sheet No. 1 and working 
up, will you please explain each curve? A. Curve 1 on 
Sheet No. 1 shows the Holtwood hourly 25-cycle generation. 
This generation is fairly typical of the hydro generation 
during the high load period of the day. On Friday the 
heavy generation extending into the evening hours is due 
to the upswing in flow. It may be seen that the average 
daily flow increased to 7,600 c. f. s. on Saturday and then 
dropped off to 6,300 c. f. s. on the following day. The shaded 
red hour, 11 A. M. on Wednesday, was the weekly peak load 
hour on the Safe Harbor-Baltimore-Holtwood pool. For 
that hour the 25-cycle generation at Holtwood was 65,000 
kw. 

Q. Mr. Thomas, will you explain curve 2? A. Curve 
2, which looks almost like a straight line, illustrates the 
first way in which Holtwood’s 25-cycle capacity is used for 
Holtwood Company’s Pennsylvania customers. [20108] 
This curve shows that part of the Holtwood 25-cycle ca¬ 
pacity which is used directly for the Pennsylvania load. 
For the 11 o’clock hour indicated, 5,000 kw. were delivered 
to Lancaster. 

Q. What does curve 3 represent? A. Curve 3 rep¬ 
resents the operation of the frequency changers at Holt¬ 
wood. For the hour indicated in red, 14,000 kw. were being 
converted from 25-cycle energy into 60-cycle energy for the 
Pennsylvania customers. This is the second way that Holt¬ 
wood 25-cycle capacity can be used for the Pennsylvania 
customers. It might be well to notice at this point that the 
output of the Holtwood frequency changers in general fol¬ 
lows that of the Baltimore frequency changers, shown on 
curve 5, but is much less, as the capacity of the Holtwood 
frequency changers is about 14,000 kw. whereas the fre¬ 
quency changers on curve 5 have a capacity of about 90,000 
kw. 

Q. What is the significance of curves 4, 5 and 6? A. 
Curve 4 shows 25-cycle energy sent down to Baltimore from 
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Holtwood and received at Highlandtown. A third way of 
using Holtwood 25-cycle capacity for the Pennsylvania cus¬ 
tomers is to transmit 25-cycle energy to Baltimore, convert 
it there to 60-cycle by use of Baltimore frequency changers 
and then return it to Holtwood Company over the 220 kv. 
circuits- For the week shown most of the 25-cycle energy 
so received (or its equivalent, since there is a commingling 
of 25-cycle steam generation at Baltimore with the energy 
received at Highlandtown [20109] from Holtwood) was 
converted into 60-cycle energy. 

Curve 5 shows the conversion of 25-cycle energy to 60- 
cycle and vice versa, by means of the frequency changers in 
Baltimore. Again for the week shown, most of the energy 
so converted (or its equivalent, since there is a commingling 
of 60-cycle steam generation at Baltimore with 60-cycle 
converter output) was sent back to Holtwood Company by 
way of Safe Harbor. This return of energy at 60 cycles to 
Holtwood Company is shown by curve 6 labeled “Net 60- 
cycle from Maryland to Pennsylvania” (as indicated by 
the footnote this curve, in addition to being the net of the 
two 60-cycle 220 kv. lines, also includes the transfer of 
single-phase 25-cycle energy at Perryville and Conowingo. 
This single-phase system has been included with the 60- 
cycle system to eliminate any objection that might be raised 
concerning the small amount of 60-cycle power that may be 
sent to Safe Harbor and then sent down the Safe Harbor- 
Perryville transmission line and used on the Maryland Sec¬ 
tion of the Pennsylvania Railroad). 

Q. What was the magnitude of such power flow as you 
have described for this third way of using Holtwood 25- 
cycle capacity for the Pennsylvania customers at the 11 
o’clock hour on Wednesday, September 18, 1946? A. 
This hour is indicated by the shaded red line through curves 
4, 5 and 6 on sheet No. 1. 43,000 kw. of Holtwood 25-cycle 
power was delivered to Baltimore, which delivery [20110] 
accounted for part of the 55,000 kw. that entered the Balti¬ 
more frequency changers and was converted into 60-cycle 
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power. Of the 55,000 kw. of power so converted, curve 6 
shows that 51,000 kw. of 60-cycle power was delivered by 
Baltimore back to Holtwood Company over the 60-cycle cir¬ 
cuits for Pennsylvania customers. 

Q. What is the fourth way that the Pennsylvania cus¬ 
tomers use Holtwood ’s 25-cycle capacity ? A. The fourth 
method of using Holtwood’s 25-cycle capacity for the Penn¬ 
sylvania customers is by transmitting Holtwood power to 
Baltimore and, without the necessity of conversion, ex¬ 
changing it for 60-cycle steam generation. This method of 
using Holtwood 25-cycle capacity for the Pennsylvania cus¬ 
tomers is illustrated by the 8 A. M. hour on Tuesday, Sep¬ 
tember 17, 1946. This is the first hour of 25-cycle genera¬ 
tion on that day as shown in curve 1. This hour is identi¬ 
fied by the green shading. Here, while there was 17,000 kw. 
delivered at Highlandtown, none was converted to 60-cycle 
power, but instead 113,000 kw. of Baltimore 60-cycle steam 
generation was delivered to Holtwood Company for its 
Pennsylvania customers as shown in curve 6. 

Q. What is the fifth way that Holtwood’s 25-cycle ca¬ 
pacity is used for the Pennsylvania customers ? A. The 
fifth method of using Holtwood’s 25-cycle capacity for Holt¬ 
wood Company’s Pennsylvania customers is by Holtwood 
[20111] Company receiving part and at times all of Balti¬ 
more’s two-thirds of Safe Harbor’s 60-cycle output in ex¬ 
change for 25-cycle power delivered at Highlandtown. Re¬ 
ferring to curve 7 on Sheet No. 2, this is illustrated clearly 
at 8:00 P. M. on Saturday, September 21, 1946 (the hour 
shaded blue) where 34,000 kw. of 25-cycle power was deliv¬ 
ered to Highlandtown (curve 1, Sheet No. 1) at which time 
there was no net flow of 60-cycle power between Maryland 
and Pennsylvania (curve 6, Sheet No. 1), but all of Balti¬ 
more Company’s two-thirds of Safe Harbor was delivered 
to Holtwood Company for use for Pennsylvania customers. 

Q. Is there any other way that Holtwood 25-cycle 
power is used? A. Yes. A sixth type of operation is 
where Holtwood Company delivers 25-cycle power to Bal- 
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timore, but does not receive an equal or greater amount of 
60-cycle power back in return, either as backfeed from Bal¬ 
timore or as diversion of Baltimore Company’s two-thirds 
of Safe Harbor output. This is illustrated by curve 8 on 
Sheet No. 2, labeled “Baltimore Company’s Net Purchases 
from Holtwood Company.” As may be seen, there were 
only a few off-peak hours on Friday evening and on Sun¬ 
day, when Baltimore Company received net power from 
Holtwood Company. On the peak hour of the week Bal¬ 
timore Company received a net amount of power equal to 
minus 60,000 kw. 

[20112] Q. What does curve 8 further indicate? A. This 
curve indicates that the amount of Baltimore Company’s 
net purchase from Holtwood Company for the week in 
question was a large negative figure—i. e., Baltimore Com¬ 
pany actually supplied a much larger amount of energy to 
Holtwood Company than Baltimore Company received from 
Holtwood Company. The hourly values in curve 8 are 
computed in the same manner as the monthly and annual 
figures computed by Holtwood Company and shown in Item 
22 of the inter-company energy accounting statement, Ex¬ 
hibit 143 and Exhibit 471. For the month of September, 
1946, as a whole the net purchase by Baltimore Company 
from Holtwood Company was also a large negative figure. 

• • • 

[20141] By Mb. Sturtevant: 

Q. Mr. Thomas, Holtwood Company in its Form 12 
report to the Federal Power Commission for 1945, Sched¬ 
ule 16, line 1-B shows the dependable hydro capacity of the 
Holtwood and Safe Harbor plants combined for 1945 as 
295,000 kw. 

[20142] Do you agree with this figure? A. No, sir; I 
believe it is entirely too high. 

I Q. What were the dependable hydro capacities of the 
Holtwood and Safe Harbor plants combined for the years 
1944, 1945 and 1946? A. The actual dependable capaci- 
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ties as reported by Baltimore Co. in the so-called pool 
Form 12 report were, for 1944, 122,000 kw.; for 1945, 
161,000 kw.; for 1946,167,000 kw. 

• • • 

[20149] Q. Mr. Thomas, when the hearing was recessed 
yesterday afternoon, you had just testified with respect to 
dependable hydro capacity of the Holtwood and Safe Har¬ 
bor plants. What do you mean by dependable hydro ca¬ 
pacity? A. By dependable hydro capacity, I mean the 
dependable capacity as defined in paragraph 1-B of the in¬ 
structions of Schedule 16 of the FPC Form 12 report. 

• • # 

[20150] Q. Mr. Thomas, is dependable hydro capacity the 
same thing as hydro capacity value? [20151] A. No, it 
is not, as Baltimore Company interprets that definition. 

Q. What do you mean by the term “hydro capacity 
value ’ ’ ? A. By hydro capacity value I mean the amount 
of steam generating capacity which is replaced or rendered 
unnecessary in the system by the hydro supply. 

Q. Will you explain the principal differences between 
dependable hydro capacity and hydro capacity value ? A. 
Dependable hydro capacity, as I have defined it, is sus¬ 
ceptible of reasonably exact determination and is largely 
independent of judgment. 

On the other hand, the hydro capacity value involves 
consideration of various factors which are additive to what 
I might call the bare bones of dependable capacity under 
the most adverse flow conditions. 

• i • 

[20169] Q. Mr. Thomas, are there any specific technical ob¬ 
jections to Mr. Watchorn’s study which he has submitted 

in this proceeding? A. There are some. One is the un¬ 
certainty as to the definition of forced outages of steam 
plants. Another is that Mr. Watchorn used his own esti¬ 
mates for load shape which were based on a past year, I 

believe, 1941 instead of actual recent load shapes. 

• • • 
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Mr. Sparks: Now I would like to make one other 
statement, Mr. Examiner. 

i This witness is in the habit of launching into a long 
discursive answer every time he is asked a question, 
and it prevents Respondents from making a proper ob- 
i jection and it has happened all morning, 
i I think Your Honor should direct the witness to 
make his answers responsive, and not to launch into 
long, expansive discussions and debates about the sub¬ 
ject. 

[20170] Trial Examiner: I think this: I think that Re¬ 
spondents’ counsel’s objection to the character of the 
answers is well taken. 

Mr. Goldberg : Of course I might observe, Mr. Ex¬ 
aminer, that Respondent’s counsel had no objection to 
their witnesses making the same type of answers on 
cross-examination. 

Trial Examiner : I cannot go back into the case. 

• • • 

[20175] By Mr. Sturtevant : 

Q. At transcript page 16,682, lines 19 to 21 Mr. Spauld¬ 
ing said that Baltimore Company has no obligation in con¬ 
nection with any of the firm power obligations of Holtwood 
Company to its Pennsylvania customers. 

[20176] At transcript page 16,669, line 23, Mr. Spaulding 
said, “Baltimore Company is one of several suppliers of 
supplemental energy, but I do not agree that as a supplier 
it is in any different position, in fact, than any of the other 
several interchange customers of Penn Water and there is 
no actual burden to Baltimore Company in so doing”. Do 
you agree with these statements? 

it# 

[20178] The Witness: No, I do not. Baltimore Company 
has definite obligations to Holtwood Company to enable it 
to supply its firm-power customers and the Pennsylvania 





R. L . Thomas, Direct 


2397 


customers do not have such obligations. As suppliers Bal¬ 
timore Company and the Pennsylvania customers are en¬ 
tirely different. 

By Mr. Sturtevant: 

Q. Mr. Thomas, does your answer relate to the ca¬ 
pacity as well as backfeed? A. Yes. Baltimore has ob¬ 
ligations to supply both capacity and backfeed. 

Q. What are the Baltimore Company’s obligations to 
supply capacity in connection with the firm power obliga¬ 
tions for the Holtwood Company to its Pennsylvania cus¬ 
tomers? A. Baltimore Company is obligated to supply 
such capacity as is required to enable Holtwood Company 
to meet its firm-power [20179] obligations. As a result of 
the contracts and the overall economic set-up Baltimore 
Company has the same obligations in that respect that a 
single utility would have if a single utility owned and op¬ 
erated all the facilities of the Baltimore-Holtwood and 
Safe Harbor Companies. 

Q. Whien you refer to the contracts, do you mean the 
contracts designated as Items E to I in this case? A. 
Yes. 

Q. Now, Mr. Thomas, as to this capacity obligation, can 
you be more specific as to the basis of your statement as to 
Baltimore Company’s contractual obligation? A. The 
obligation of Baltimore Company to supply capacity is the 
result of the over-all contractual set-up that was made in 
1931 when Baltimore Company assumed the obligations that 
go with the purchasing of the entire output not required to 
meet other customers’ needs under contracts that have to 
be approved by the Baltimore Company. Baltimore Com¬ 
pany under that supplemental agreement which is Items 
H and I in this case, purchases the entire output of Holt¬ 
wood Co. not required for customers under contracts ap¬ 
proved by Baltimore Co. 

• • • 

[20180] The Witness: Article V of the contract provides 
that Holtwood Company cannot make an investment of 
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over $50,000 without obtaining the approval of Baltimore 
Company; that it cannot dispose of or alienate property 
without Baltimore Company’s approval and Baltimore 
Company’s approval is required under Article IV of Holt- 
wood Company’s agreements for the purchase or inter¬ 
change of electric and hydroelectric power, or before mak¬ 
ing any substantial modification in existing contracts. The 
over-all effect of all of this is that Baltimore Co. neces¬ 
sarily has to stand behind the system. 

When I say that Baltimore Company is obligated to 
provide capacity I did not mean to say that all of that 
capacity has to be in Baltimore. If Holtwood Company, 
with Baltimore Company’s approval, installs capacity Bal¬ 
timore Company pays all the fixed and operating expenses 
and therefore incurs all of the costs and expenses the same 
as if the capacity was put in Baltimore. 

• • t 

[20185] Q. Please state whether or not any of the gen¬ 
erating capacity installed by Baltimore Company since 1931 
was for the purpose of enabling Holtwood Company to 
meet its firm power obligations in Pennsylvania? A, 
Yes, it was. 

• • • 

[20191] Q. Article 6 of the 1927 contract between Balti¬ 
more Co. and Holtwood which is Item H in this record, 
reads as follows: 

“Upon request of Power, Electric will supply to 
Power steam generated energy in excess of Electric’s 
own requirements up to the limit of its available gen¬ 
erating capacity provided, however, that Electric is 
not obligated to start up a station which would not 
otherwise be operated. For all such energy Power will 
be billed for the daily net amount of such backfeed at 
actual cost plus 10 per cent. The costs to be used 
[20192] are those reported in Electric’s monthly pro¬ 
duction statement covering the month during which 
steam energy was furnished to Power. ’ ’ 
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Now are your statements as to Baltimore Company’s 
contractual obligations in any way based on the provision 
of Article 6 which I have just read? A. No. That ar¬ 
ticle is a dead letter. No billing has been carried out un¬ 
der the ten per cent provision since 1932, I believe. The 
provision that Electric—which I call Baltimore Co.—is not 
obligated to start up a station which would not otherwise 
be operated, is a completely dead letter, and until I heard 
it quoted in this hearing the other day I had forgotten it 
was in there. 

When I got back to Baltimore I tried it out on Mr. 
Greer and Mr. Brunner and one or two others and none of 
them remembered that was in there. The fact is that we 
have started up the Pratt Street standby station without 
any reference to that article to supply firm load to the 
firm power load of the Baltimore-Pennsylvania customers’ 
system at the time when it was not needed for interchange. 
The station has been started up at other times when it was 
primarily for interchange. 

Q. Now, did that article become a dead letter prior to 
or subsequent to the execution of the 1931 supplemental 
agreement ? 

# • # 

[20193] The Witness: Subsequent to the 1931 contract. 
By Mr. Sturtevant : 

Q. Why did it become a dead letter subsequent to the 
execution of the 1931 supplemental contract? A. Be¬ 
cause those contracts gave Baltimore Company the obliga¬ 
tion which I have previously explained to back up the 
Holtwood system. 

• # # 

[20325] By Mr. Reiblich: 

Q. Mr. Thomas, at page 20058 of the transcript, you 
were asked a question, and 1 quote: 

1 ‘ Is Safe Harbor Company a party to certain con¬ 
tracts other than the contract with Baltimore Com- 
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pany and Holtwood Company identified as Items E, F 
and G?” 

And you answered, “Yes, it is.” 
i To what contracts were you referring? 

i i • 

[20331] The Witness: I was referring to the contracts 
with Pennsylvania Power and Light Company, Exhibit 76, 
I think; Philadelphia Electric Company, Exhibit 73, and 
Pennsylvania Railroad Company, Exhibit 10. 

Bv Mr. Reiblich : 

i Q. Does the Safe Harbor Company sell any electric 
energy under these contracts? 

Mr. Sparks: Now, I object to that, Mr. Examiner, 
i That is the type of cumulative testimony that we ar¬ 
gued about all day yesterday, Mr. Examiner. 

Trial Examiner: Just a minute. 

Mr. Reiblich: Mr. Examiner, it is a perfectly 
proper question. It was caused as a result of testi¬ 
mony that was stricken out on the pages to which we 
have already referred, and I do not see that it calls 
for an extended answer. It will not have an extended 
answer, but it certainly is a matter with reference to 
which we are entitled to have this witness testify in 
the record. 

Trial Examiner: May I have the question? 

(Question read.) 

Mr. Reiblich: We are certainly a party in in- 
i terest directly affected on that point. 

Mr. Sparks : I think I can point out, Mr. Examiner, 
[20332] very simply, what it is. In the question be¬ 
ginning at line 16 on page 20058 there were certain 
quotations—you will see them at the bottom of the 
page. Then the question was: “Do you agree with 
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those statements?” which are in quotes. The witness 
said, “Yes, I do.” And Your Honor struck that out. 

Trial Examiner: The reason that answer was 
stricken was because that is not the proper way to 
introduce testimony. If the witness knows, he is en¬ 
titled to say, and if he does know there is no necessity 
for referring to any other source for information. 

Mr. Sparks : But it is purely cumulative, Mr. Ex¬ 
aminer. That was one of the points in the motion to 
strike those portions all the way through. 

Trial Examiner: Well, in view of the importance 
of the issue involved, the Examiner will permit the 
question to be put. Answer the question. 

• # # 

The Witness: No, it does not. These contracts in¬ 
volve no rates or charges for the sale or transportation of 
energy by Safe Harbor Company. 

By Mr. Reiblich : 

Q. Referring to page 20067 of the transcript, Holt- 
wood Company has introduced in this proceeding as Ex¬ 
hibit No. 163 [20333] an order of the Public Service Com¬ 
mission of Pennsylvania dated January 10, 1933, author¬ 
izing the Safe Harbor Water Power Corporation to sell 
electric energy or power to certain utility companies in 
Pennsylvania. 

Why was this authority obtained? 

Mr. Sparks: Now, just a minute, Mr. Examiner. 
I object to that. If you will look at the bottom of page 
20067, beginning with line 20, that very answer which 
would be called for by this question, I assume, was 
stricken out. 

Trial Examiner: Well, the Examiner made a state¬ 
ment in connection with its reintroduction in evidence. 
The objection is overruled. 
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1 The Witness: This authority was obtained so that 
Safe Harbor Company might enter into Holtwood Com¬ 
pany’s contracts with the Pennsylvania customers in or¬ 
der to avoid double taxation under the Pennsylvania gross 
receipts tax law, and to simplify accounting and operating 
arrangements. 

Mr. Sparks: Now, Mr. Examiner, I move to strike 
it. It is obvious that they are getting back in exactly 
what you struck out, because the witness read word 
for word from the transcript beginning at line 20 and 
ending at line 24 of page 20067. 

Trial Examiner: The motion to strike is denied. 
The reason for the other ruling was that the question 
at line 16 at 20065 was no predicate for whatever might 
have been left [20334] in the answer if the sustaining 
of the motion to strike had been qualified to save a 
part of the answer which the witness has now restated. 

By Mr. Reiblich : 

Q. Has Safe Harbor Company ever exercised this au¬ 
thority ? 

Mr. Sparks : Just a minute. May I ask what the 
purpose of that question is? 

Mr. Reiblich : To reinstate the rest of the answer, 
Mr. Examiner, which is related to the preceding ques¬ 
tion that I have just asked. 

Mr. Sparks: May I ask counsel where it appears 
in the transcript? 

Mr. Reiblich: At the bottom of page 20067. 

i Mr. Sparks: I do not see anything there in the 
answer relating to the question as to whether Safe 
Harbor—oh, I see it is at the bottom of the page be¬ 
ginning at line 24. I object to it for the same reason, 
Mr. Examiner, that the question calls for an exact an¬ 
swer apparently that is at the bottom of page 20067 
beginning at line 24. 
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Trial. Examiner: For the reasons previously 
stated by the Examiner the objection is overruled. 

* # • 

The Witness: No, it has not. 

• it 


[20711] GEORGE W. SPAULDING. 

• • • 

Direct Examination. 

By Mr. Sparks : 

# • • 

[20772] Q. You are the same G. W. Spaulding who has 
previously been sworn and who has testified in this proceed¬ 
ing, are you? A. I am. 

Q. At page 19876, line 6, Mr. Davis states that “emer¬ 
gency energy would be in the nature of firm power and if 
21 million of that 72 were in the nature of firm power, by 
being emergency energy, it would change the allocation on 
the principle that I have used there, as a benefit to Metro¬ 
politan Edison and to the economy interchange. ’ ’ Mr. 
Spaulding, is it correct to consider emergency energy as 
firm energy? 

« • • 

[20774] The Witness: No. 

By Mr. Sparks : 

Q. Is the term “emergency energy” used in inter¬ 
change transactions only when the purchasing company has 
no alternate source of obtaining interchange energy? 

• • i 

The Witness: No, interchange energy is frequently 
accounted for as “emergency energy” under our inter¬ 
change contracts in connection with various kinds of inter¬ 
change transactions, and is not limited to those transac- 
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tions where the receiving company had no other alternate 
source of supply. 

fit 

[20775] Q. Mr. Spaulding, in 1946 did Metropolitan Edison 
have other alternate sources of energy available to it dur¬ 
ing those hours when Penn Water reported emergency 
energy was supplied to Metropolitan Edison? 

• • # 

The Witness: Yes, they only obtained it from Penn 
Water because it was available from Penn Water at a lower 
cost than from any of their other several available sources. 

Bv Mr. Sparks : 

W 

Q. Was the 21,951,000 kwh which was accounted for as 
emergency energy in 1946 transmitted by Penn Water to 
Metropolitan Edison Company over the Holtwood-Violet 
Hill transmission lines? 

• • i 

[20776] The Witness: No, a substantial part of such 
energy was transmitted over the Safe Harbor-Harrisburg 
tie to the Pennsylvania Power & Light Company. 

• • • 

[20777] Q. In connection with Mr. Thomas’ testimony re¬ 
lating to the history and development leading up to the 
contractual apportionment of Safe Harbor output, as he 
called it, he testified at page 20061, line 11, that the load 
and revenue studies indicated that, if Baltimore Company 
purchased part of Safe Harbor output and Holtwood Com¬ 
pany the remainder, about the most Holtwood Company 
could risk taking was about one-sixth. Is it a fact that the 
load estimates made in 1930 of the future requirements of 
the Pennsylvania customers were materially different from 
the loads which have actually been experienced? 

• • • 

The Witness: No, the actual loads we have been ex¬ 
periencing are not materially different from those esti¬ 
mated in 1930. 
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By Mb. Sparks : 

Q. Mr. Spaulding, at page 20076, Mr. Thomas testified 
that the fuel rate adjustment clause of the Coatesville con¬ 
tract was based on the premise that the energy supply 
included generation of the Baltimore steam plants which 
was a recognition that the energy for these sales came in 
part from the resources of Baltimore Company. Is this 
testimony of Mr. Thomas correct? A. No. The Coates¬ 
ville fuel rate adjustment clause was not a recognition that 
the energy came in part from the resources of Baltimore 
Company. The fuel rate adjustment formula [20778] used 
in the Coatesville Power Supply Contract was merely lifted 
out of the Railroad Contract and modified in certain re¬ 
spects. The adjusted formula w T as used because it was 
found, after study, that it would provide an adjustment 
which would conform with variations in the operating ex¬ 
penses of Penn Water and Safe Harbor. 

[20779] Q. Mr. Spaulding, at page 20078, Mr. Thomas testi¬ 
fied that when the initial drafts of the 1946 contract with 
Metropolitan Edison Co. were submitted to Baltimore Com¬ 
pany, in which it was proposed that Safe Harbor Company 
would continue to be a party, Baltimore Company ques¬ 
tioned whether taxes had been saved through Safe Harbor 
Company being a party to the existing contract, and pointed 
out that no power and energy were actually sold by Safe 
Harbor Company to Metropolitan Edison Company, where¬ 
upon “Holtwood Company agreed to the omission of Safe 
Harbor Company as a party to the renewal contract.’* Is 
this a correct statement? A. It is not a correct state¬ 
ment. 

Q. Will you please state what the facts were? A. 
An early draft of a proposed contract with Metropolitan 
Edison Company was submitted to Baltimore Company 
for their comment on July 17, 1945. In this draft Safe 
Harbor was a joint party in all respects with Holtwood 
Company in connection with the supply to Metropolitan 
Edison Company. Under date of August 3, 1945, Balti- 
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more Company, through Mr. Greer, addressed a memo¬ 
randum to me as a member of the Operating Committee 
commenting upon this proposed draft of contract with 
Metropolitan Edison Company. There were five comments 
in this memorandum respecting this early draft, but there 
were no comments relating to Safe Harbor’s joint partici¬ 
pation or suggestions that it should not be a party to the 
proposed contract. On October 19, [20780] 1945, I sub¬ 
mitted to Mr. Greer, a revision of the early draft of this 
Metropolitan Edison Contract, this draft being dated Oc¬ 
tober 18, 1945. This draft did not contain Safe Harbor 
as a joint or participating party. During the interval be¬ 
tween August 3 and October 19, 1945, there were no dis¬ 
cussions with Baltimore Company about this proposed con¬ 
tract, other than relating to progress. 

On October 27, I had a long discussion with Messrs. 
R. T. Greer and R. L. Thomas regarding this Metropolitan 
Edison Contract at which time many features and details 
were discussed. It w*as at this conference that Baltimore 
Company particularly urged certain further changes in this 
agreement. 

These matters related to Baltimore’s objection to the 
tax clause provision, to the fuel rate adjustment provision, 
and to the wording of the regulatory approval clause. 
Baltimore Company at no time suggested, or contended that 
Safe Harbor should or should not be a party to the Metro¬ 
politan Edison Contract. That decision was made solely 
between Penn Water and Metropolitan Edison Company. 

Q. At page 20119, line 16, Mr. Thomas testified that 
your Exhibit 361 implied a relationship which did not exist 
between Baltimore Company’s 25 cycle peak load and Penn 
Water’s monthly 25 cycle peak deliveries at Highlandtown, 
because the data shown on your Exhibit 361 for each month 
were not coincident. Does the fact that Baltimore Com¬ 
pany’s [20781] 25 cycle load requirements and the 25 cycle 
peak deliveries for each month do not occur on the same 
hour in any way affect your testimony relating to Exhibit 
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361? A. No, it does not. In connection with my testi¬ 
mony I recognize that there is not always a coincidence of 
the monthly peak deliveries of 25 cycle service to Balti¬ 
more Company at Highlandtown with Baltimore Company’s 
maximum 25 cycle system requirements. While the magni¬ 
tude of the daily 25 cycle peak varies, had I shown on Ex¬ 
hibit 361 the actual deliveries at Highlandtown on the hour 
of the 25 cycle monthly peak requirements in Baltimore, 
this new curve would lie generally parallel to the peak de¬ 
livery curve and slightly below it. 

Q. Mr. Spaulding, is there a relationship between the 
25 cycle delivery at Highlandtown and Baltimore Com¬ 
pany’s 25 cycle load? A. Yes, there is and it is not the 
fortuitous result of the flow of the Susquehanna River or 
the fact that a large part of the output has to go to Balti¬ 
more, that the deliveries at Highlandtown are scheduled 
in the present manner; rather it is because Penn Water’s 
system was planned that way and is operated that way in 
order that Baltimore Company’s own requirements may be 
delivered to it at the frequency and at the geographic loca¬ 
tion in Baltimore City where it is most useful to Baltimore 
Company. 

♦ • • 

[20782] Q. Does Holtwood Company at all times have to 
transmit a large part of its Holtwood hydro output to 
Baltimore Company? A. No, during the larger part of 
the year, Holtwood Company has an option as to the pro¬ 
portion of its 25 and 60 cycle hydro generation at Holtwood 
and as to its deliveries at Highlandtown and to its other 
customers. Penn Water’s day to day choice of generation 
is in large part in consideration of Baltimore Company’s 
25 cycle requirements and in part for overall system 
economy. Baltimore’s own 25 cycle generating capacity is 
the highest cost and most inefficient capacity operating on 
the system and Baltimore naturally desires to restrict its 
operation to the maximum extent possible. 
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[20784] Q. Mr. Spaulding, does Baltimore restrict its op¬ 
eration to the maximum extent possible? 

• • • 

The Witness: As a member of the Operating Commit¬ 
tee and one who considers those matters with the operating 
people [20785] I know that Baltimore plans their operation 
in such a way as to restrict the operation of their 25 cycle 
capacity to a minimum. 

Mr. Goldberg: May I have the question and an¬ 
swer ? 

(Record read.) 

The Witness: By that, Mr. Examiner, I mean that 
they endeavor to keep their 25 cycle capacity shut down 
and to generate a minimum amount of energy with such 
capacity. 

By Mr. Sparks : 

Q. At page 20120, Mr. Thomas testified that Baltimore 
has 145,000 kw of 25 cycle generating capacity and about 
70,000 kw frequency changer capacity, which capacity is 
far in excess of Baltimore Company’s 25 cycle system peak. 
Could Baltimore Company supply its own 25 cycle system 
requirements without the assistance of 25 cycle service from 
Holtwood delivered at Highlandtown ? A. No, it could 
not. Baltimore Company’s 25 cycle distribution system 
was not provided to carry its 25 cycle load requirements 
without the assistance of capacity, energy and other elec¬ 
tric services supplied by Penn Water at Highlandtown. 
Without Penn Water’s services, Baltimore would be un¬ 
able to maintain voltage or provide the expected degree of 
service reliability to its 25 cycle industrial customers. 

• • • 

[20787] Q. Mr. Spaulding, at page 20143, Mr. Thomas re¬ 
ferred to the “Pool Report for the Combined PW-SH- 
Baltimore-Bethlehem Steel and Washington System” for 
1946 filed with the Federal Power Commission by Balti- 
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more Company. Do you agree that the data shown and the 
statements accompanying Schedule 16 of this pool report 
are correct? A. No, I do not. 

Q. Has Penn Water advised Baltimore Co. that it does 
not agree with this pool report ? A. Yes, by letter dated 
June 20, 1947, and filed ■with [20788] the Federal Power 
Commission, as a part of the Penn Water-Safe Harbor 
System, Form 12 report for 1946. 

Q. Did Penn Water or Safe Harbor participate in the 
preparation of this pool report? A. No, neither Penn 
Water nor Safe Harbor participated in nor were they con¬ 
sulted in connection with the preparation of this pool re¬ 
port by Baltimore Company. 

Q. At page 20158, line 15, Mr. Thomas testified in re¬ 
spect to the valuation of drawdown as a capacity value of 
the hydro plants, that the operating men shun the idea of 
depending on drawdown because they do not want to get 
caught with a low pond. Will you state whether, notwith¬ 
standing Mr. Thomas’ statement, the operating executives 
of Baltimore Co. did recognize and rely on such additional 
value of hydro capacity? A. Yes, Baltimore Co.’s man¬ 
agement has recognized and relied upon the value of draw¬ 
down through the years, up to and including 1941, both in 
connection with contractual negotiations and renewals and 
in the evaluation of hydro service for all purposes. 

Q. Has Baltimore Company ever indicated to the Fed¬ 
eral Power Commission that it relied upon hydro capacity 
in excess of that available under most adverse river flow 
conditions experienced in each calendar month? A. Yes, 
under date of February 27,1941, Baltimore Company wrote 
the Commission and therein stated that the [20789] avail¬ 
able hydro capacity for the greater part of the time was 
equal to or greater than the amount of hydro capacity which 
I have used in Exhibits 35 and 378; and further stated that 
in the peak load season of November and December, the 
potential hydro capacity in nine out of ten years has been 
equal to or greater than the amount of dependable hydro 
capacity which I have used in Exhibits 35 and 378. 
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Mr. Sparks : At this time may the two letters which 
Mr. Spaulding just referred to be identified with the 
appropriate exhibit number? 

Trial Examiner : The witness has referred to only 
one, has he not? 

i Mr. Sparks: Yes, sir. We have attached to the 
letter to which he has referred also the letter from 
the Federal Power Commission to Consolidated Gas 
Electric Light and Power Company requesting the data 
which was given in the letter to which Mr. Spaulding 
referred. 

Now, we attached it merely for convenience, but 
we do not insist on the letter of the Federal Power 
Commission going in. We thought it would be proper. 

Trial Examiner: The two letters are stapled to¬ 
gether ? 

Mr. Sparks: Yes, sir. 

Trial Examiner: The document handed the re¬ 
porter may be marked Exhibit 500 for Identification. 

(Exhibit No. 500 is marked for Identification.) 

• • • 

[20790] Q. I hand you the document which has been marked 
Exhibit 500 and ask you if the first letter which is part of 
that exhibit, and which is dated January 9, 1941, is a copy 
of a letter addressed to the Consolidated Gas Electric Light 
and Power Company by Leland Olds, Chairman, F. P. C.? 
A. Yes. 

Q. I ask you whether the second letter to which are 
attached two tabulations, and which is dated February 27, 
1941, and signed by F. E. Ricketts, Vice President, ad¬ 
dressed to the Federal Power Commission, is the letter to 
which you [20791] have just referred? A. It is. 

Q. Has Baltimore Co. ever reported to the Federal 
Power Commission a net dependable capacity available 
from the Safe Harbor and Holtwood Developments in ex- 
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cess of the figure testified to by Mr. Thomas and developed 
in his Exhibit 477 ? A. Yes, under date of February 10, 
1942, Mr. R. T. Greer wrote to Mr. A. J. Kohler, who was 
the Senior Engineer in the Federal Power Commission’s 
Baltimore Office at that time, advising them that after the 
adoption of certain changes in reporting capability of gen¬ 
erating plants without deduction for station uses or trans¬ 
mission losses, the ‘ * net dependable capacity available from 
system hydro plants” would be 265,000 kw. This letter 
confirmed discussions with the Federal Power Commission 
held prior to the introduction of “Eastern War Time” and 
before the system load shapes were affected by the extended 
around-the-clock efforts in producing war materials. 

Mr. Sparks: May we have marked as Exhibit 501 
a three-page letter dated February 10, 1942, or rather 
a copy of a three-page letter addressed to Mr. A. J. 
Kohler, Associate Engineer, Federal Power Commis¬ 
sion, and signed R. T. Greer, Director, Inter-System 
Power Utilization Bureau. 

Trial Examiner: The document referred to is 
marked Exhibit 501 for Identification. 

(Exhibit No. 501 is marked for Identification.) 

• • * 

[20793] Q. Mr. Spaulding, in your last answer before the 
mid-afternoon recess you referred to a letter from Mr. 
R. T. Greer to Mr. A. J. Kohler dated February 10, 1942. 

I show you a document consisting of three pages, which 
has been marked Exhibit 501, and ask you if Exhibit 501 
is the document to which you there referred? A. It is. 

Q. At page 20168, line 2, Mr. Thomas referred to Mr. 
Watchorn’s method of determining dependable hydro 
capacity by applying the theory of probability, and stated 
“It was not revealed to Baltimore Company until it was 
filed in this case although there were repeated discussions 
of hydro capacity [20794] value over the last two or three 
years. ’ ’ Is this a correct statement ? A. It is not. Balti- 
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more Co., on several occasions during the spring and sum¬ 
mer of 1946, discussed the capacity value of hydro with us. 
Mr. Thomas, on one occasion stated in effect that we must 
have used a “Probability Method” to get our dependable 
capacity figure of 295,000 kw, and I remarked to him that 
such an approach certainly was not new to him because 
he had at one time advocated such a method. His reply 
was to the effect that his people would never accept our 
figure however it was determined. 

• • • 

[20796] Q. Did Penn Water at any time offer to show Bal¬ 
timore Co. Mr. Watchorn’s determination of dependable 
hydro capacity using the theory of probability? A. Yes, 
at my direction Mr. Watchorn and an associate went to 
Mr. Greer’s office to discuss this matter with Baltimore 
Company’s representatives in connection with the 1945 
[20797] pool report on FPC Form 12 early in 1946. My 
instructions to my associates were to give them a copy 
and explain in detail the derivation of the 295,000 kw. My 
associates reported to me after the conference that Balti¬ 
more Company’s representatives raised no question as to 
our derivation of 295,000 kilowatts of dependable capacity. 

Q. Mr. Spaulding, referring to the testimony beginning 
at line 24 of page 20,178 and continuing on page 20,179, Mr. 
Thomas states that Baltimore Co. is obligated to supply 
such capacity as is required to enable Holtwood Co. to meet 
its firm power obligations. He also states that as the re¬ 
sult of the contracts and the over-all economic set-up, Bal¬ 
timore Company has the same obligations in that respect 
as a single utility would have if a single utility owned and 
operated all the facilities of Baltimore, Holtwood and Safe 
Harbor Companies. Is Mr. Thomas’ statement a fact? 
A. No. 

Q. At page 20,185, Mr. Thomas testified that the “Gen¬ 
erating capacity installed by Baltimore Company since 1931 
was for the purpose of enabling Holtwood Company to meet 
its firm power obligations in Pennsylvania. ’ ’ Is that a cor- 
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rect statement? A. No, it is not, nor is it in accord with 
Baltimore’s repeated statements through the years that 
they were the residual receiver under the hydro contracts, a 
position [20798] which they maintained up to these pro¬ 
ceedings. 

• • • 

[20799] Q. Why do you say Mr. Thomas’ statement is not 
correct? A. As the requirements of the Pennsylvania 
customers have increased since 1931, the capacity, energy 
and other electric service requirements of these customers 
have been met by Penn Water or by Penn Water and Safe 
Harbor with the result that less capacity and energy serv¬ 
ices are available for the use of [20800] Baltimore Com¬ 
pany. Through the years, Penn Water and Baltimore 
Company have always recognized that this growth in Penn¬ 
sylvania customer loads required Baltimore Company to 
provide additional capacity in Baltimore, in part due to 
growth in Baltimore’s own system load and in part to re¬ 
place the capacity services no longer available to Balti¬ 
more because of the increased requirements of the Hydro 
Companies’ Pennsylvania customers. 

Q. At page 20,192, Mr. Thomas testified that Article 6 
of the 1927 Agreement is a “dead letter” and became a 
4 ‘ dead letter ’ ’ subsequent to the execution of the 1931 Sup¬ 
plemental Agreement. Prior to the time Mr. Thomas made 
that statement, had Baltimore Company ever to your knowl¬ 
edge taken the position in connection with Article 6 of the 
1927 contract that it was no longer in effect? A. No. 

Q. Subsequent to 1931, have Baltimore Company and 
Penn Water given consideration to the need for billing for 
backfeed under Article 6 of the 1927 Agreement? A. 
Yes, they have. 

Q. In what connection? A. In September, 1941 the 
Operating Committee recognized that there had been a net 
amount of monthly backfeed received by Penn Water from 
Baltimore Company for the month of August, 1941. 
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[20801] After consideration, the Operating Committee, 
consisting of Mr. F. E. Ricketts and myself, went to Mr. E. 
M. Stnrtevant, counsel for Baltimore Company, and dis¬ 
cussed this matter of billing under Article 6. 

Mr. Sturtevant advised the Operating Committee that 
Baltimore Co. need not bill Holtwood Company for net 
backfeed in August, 1941, because the effect of such billing 
on either Baltimore Co. or Penn Water would be unimpor¬ 
tant and that no other parties would be affected. Based on 
Mr. Sturtevant’s opinion, the Operating Committee agreed 
there would be no formal billing for the net monthly back¬ 
feed in August 1941. In those discussions between Mr. 
Sturtevant and the Operating Committee, neither Mr. 
Sturtevant nor either member of the Operating Commit¬ 
tee indicated that Article 6 of the 1927 contract was no 
longer in effect. 

Q. Are there any provisions in any of the contracts be¬ 
tween Baltimore Company and Penn Water which provide 
for any operating responsibility of Baltimore Company to 
provide electric energy to Penn Water, other than what¬ 
ever operating responsibility may be provided in Article 6 
of the 1927 Agreement? 

• # • 

[20S03] The Witness : No, there are none. 

Trial Examiner: Now, you are testifying there 
upon the basis of your knowledge of the operations con¬ 
ducted by the Respondents under those contracts ? 

The Witness: Yes, sir, I am. 

• • • 

[20804] Q. Mr. Spaulding, is Mr. Thomas on record as 

stating that this Article 6 is still in force and effect? A. 

Yes, he is. In a letter dated November 2, 1933, addressed 
to Mr. George T. Hambright, re “Back-feed Steam”, he 
stated as follows: 

“Backfeed steam is purchased by Holtwood Com¬ 
pany from Baltimore Company under the following Ar- 
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tide 6 of the power agreement of December 31, 1927 
between the Baltimore and Holtwood Companies (in 
this agreement‘ Electric 7 means Consolidated Gas Elec¬ 
tric Light and Power Company of Baltimore and 
‘Power 7 means Pennsylvania Water & Power Com¬ 
pany) : 

“ ‘ Steam Energy Purchased —Upon request of 
Power, Electric will supply to Power steam generated 
energy in excess of Electric 7 s own requirements up to 
the limit of its available generating capacity, provided, 
however, that Electric is not obligated to start up a 
station which would not otherwise be operated. For 
all such energy Power will be billed for the daily net 
amount of such backfeed at actual costs plus ten per 
cent (10%). The costs to be used are those reported 
on Electric’s monthly production statement covering 
[20805] the month during which steam energy was fur¬ 
nished to Power. 7 

“This article still is in full force and effect be¬ 
cause the Supplemental Agreement of June 1,1931 did 
not modify this provision and specifically reaffirmed 
all provisions of the 1927 agreement not inconsistent 
with the 1931 Supplement. 7 7 

Q. Mr. Spaulding, beginning at line 20 of page 20,193 
and continuing on to page 20,194, Mr. Thomas gave as one 
of his reasons why he considered the results of your Ex¬ 
hibits 35 and 378 incorrect and without merit, that your 
exhibits were based on the combination of Holtwood and 
Safe Harbor and, therefore, do not have value in deter¬ 
mining an allocation as between Holtwood and Safe Har¬ 
bor. Have Baltimore and Penn Water ever considered or 
attempted to determine an allocation between Holtwood 
and Safe Harbor? A. No, Baltimore Co. and Penn 
Water have always considered Penn Water and Safe Har¬ 
bor as a single operating unit for all purposes of detennin- 
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ing or evaluating the service from these hydro companies 
to Baltimore Company. 

• • • 


[20814] Cross-Examination. 

By Mr. Goldberg: 

• # • 

[20836] Q. Now, then, you state at transcript 20,782 that 
Penn Water’s day to day choice of generation is in large 
part in consideration of Baltimore Company’s 25 cycle re¬ 
quirements and in part for over-all system economy. 

Can you be specific and tell us what “large part” 
means? Is it 70 per cent, or what figure? A. No, I don’t 
believe I can put an evaluation on that, Mr. Goldberg, as a 
percentage. 

Q. Can you put any type of an evaluation on it other 
than the phrase you used? A. Well, it happens that in 
supplying Baltimore’s 25-cycle requirements by Holtwood 
hydro generation, it is assisting in the over-all system econ¬ 
omy, so that I cannot differentiate between that part of 
the time when the choice is made for 25-cycle requirements 
and that part of the time that it is made solely for over-all 
system economy. 

Q. Does your testimony mean that Baltimore Company 
[20837] could not at any time supply its own 25-cycle sys¬ 
tem requirements without 25-cycle service from Penn Water 
at Highlandtown ? A. No, indeed. 

Q. Under what circumstances, then, would you say that 
Baltimore Company could not supply its own 25-cycle sys¬ 
tem requirements without 25-cycle service from Penn Water 
at Highlandtown? A. When those requirements are of a 
magnitude such as is experienced during the daytime hours 
when industrial plants are operating. I did not mean to 
imply that they could not get along without services during 
the week-ends or during the midnight hours, although even 
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Q. What were those portions of the load cycle again? 
A. During the on-peak periods, roughly from 8 or 9 o ’clock 
in the morning until 5 or 6 o ’clock at night. 

• # # 

[20841] Q. Here is my difficulty, Mr. Spaulding. I thought 
it peculiar that you should have stopped with the year 
1941. Now then, that leaves a gap, 1942 to 1943—let’s take 
that gap because that is before this hearing started. In 
that period of time, 1942 to 1943, did Baltimore Company’s 
management recognize and rely upon the value of draw¬ 
down ? A. I am not in a position to know what the man¬ 
agement [20842] recognized and relied upon after the 
spring of 1942, other than statements made to me by certain 
officers of Baltimore Company in which they professed that 
their change in reporting the value of drawdown did not 
change their reliance upon the actual conditions, and that 
the change was only being made during the war years when 
there was a marked change in load shape and when there 
was the uncertainty of how much additional load might be 
imposed on the system in the war effort by OWU and others. 

I had been under the impression during that time that 
there was no change on their part, but certainly in their 
statements to the regulatory bodies—and by regulatory 
bodies I include the Federal Power Commission and OWU 
who was, in a way, a regulatory body during the war years 
—they placed less emphasis or, I should like to say, they de- 
emphasized the value of drawndown, and for a very good 
reason during the war years, but they did not go back, as 
they had professed they would after the war was over, and 
give it the same recognition that they had given prior to 
the spring of 1942. 

Now, what they had in their mind at that time I, of 
course, am not in a position to state. 

Q. Is this the fact, that you cannot state whether or 
not Baltimore Company’s management recognized and re¬ 
lied upon the value of drawndown during the period 1942 
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to 1943, inclusive? A. They told me one thing and they 
reported something [20843] else to the Government agen¬ 
cies. Therefore I don’t know the degree to which they re¬ 
lied npon it. 

Q. Yon cannot answer my question as to their reliance, 
then, in those years npon the value of drawdown, is that 
right? A. That is right. 

Q. And that applies, does it not, to 1944, 1945 and 
1946? A. I would say that situation did not change in 
1944 and in 1945 and 1946 we were approaching the present 
proceedings and they did not change back to their former 
reliance upon it, so far as their published and formal state¬ 
ments were concerned to the regulatory agencies. 

• • • 

[20853] Q. Referring to Tabulation No. 1 which is attached 
to Consolidated’s response, which is a part of Exhibit 500, 
it is there stated, is it not, that the values are based, in 
Columns 3 and 4, on “the present load shape,” namely, 
1941, isn’t that so? A. It is. 

Q. And is it your statement that your 295,000 Kw. is 
directly comparable to the values reported by Consolidated 
in that Tabulation No. 1 I have referred to, namely, Col¬ 
umns 3 and 4, having in mind the load shape basis for the 
values reported in Exhibit 500? A. No, they are not 
directly comparable. 

Q. You state in your testimony regarding Exhibit 500 
that Baltimore Company has indicated to the Federal 
Power [20854] Commission that it relied upon hydro ca¬ 
pacity in excess of that available under most adverse river 
flow conditions experienced in each calendar year month. 
Now then, referring to Consolidated’s response, which is a 
part of Exhibit 500, where does Consolidated state that it 
relies on those capacities? A. I think it is implied by 
the entire letter. 

Q. You get it by implication, is that it? A. Yes. 

Q. Having in mind that Consolidated in its answer to 
the Commission, which is a part of Exhibit 500, stated on 
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page 2 of its response that ‘ * These monthly hydro capacity 
figures are not on the same basis as that which is used to 
determine requirements for capacity installation and which 
is reported on FPC Form 64 in connection with the annual 
peak, ’ ’ would you say that your 295,000 Kw. is likewise not 
on the same basis as that which is used to determine re¬ 
quirements for capacity installation? 

• • • 

The Witness: No, I would not. 

By Mr. Goldberg : 

Q. Then if I understand that testimony your 295,000 
Kw., you are saying, is on the basis of use to determine 
[20855] requirements for capacity installation? A. No, 
I did not say that, but I would not agree that likewise it is 
the same as the quotation on page 2, and that is the reason 
I answered as I did. 

• • • 

[20866] Q. Mr. Spaulding, will you refer to transcript 

20797? At that point your attention is called to certain 

testimony of Mr. Thomas at line 24 of page 20178, which 
continues through page 20179, and you are asked whether 
Mr. Thomas’ statement is a fact. You replied that it is not. 

Will you please tell us why not? 

• • • 

A. Because although the facilities, including generat¬ 
ing and [20867] transmission facilities of Baltimore, Holt- 
wood and Safe Harbor are coordinated, each of those com¬ 
panies have certain contractual arrangements with others 
which are quite independent of such coordination, and be¬ 
cause each of those companies are separate corporate 
identities, and in the case of Baltimore and Penn Water 
has its equity control in the hands of the public and not in 
the hands of the other company. 

i t • 

[20872] Trial Examiner: Have you made any determina- 

i tion in your own mind as to whether Baltimore’s com- 
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mitments on other contracts are of such an extent that 
it would not enable Baltimore to meet any claimed 
obligations to supply capacity required to enable Holt- 
wood to meet its firm power obligations if the claim 
were made under contracts E to I? 

The Witness: No, I am not testifying as to whether 
there are other obligations which wouldn’t permit it; but 
rather they don’t have any obligations under E, F and G, 
H and I to do so. 

• i • 

[20874] Q. It is by virtue of the coordination of Penn 
Water’s operations that Penn Water was able to enter into 
its contracts to undertake those operating responsibilities 
that you referred to. Isn’t that so? A. No, I do not 
agree. 

Q. I see. In other words, you say Penn Water could 
have entered into those agreements and undertaken those 
operating responsibilities without having that coordination 
of operations provided for by Items E to I? A. Very 
definitely. 

• • # 

[20876] Q. Why do you say that that position has been 
maintained only through Mr. Thomas’ testimony in Balti¬ 
more’s presentation of their case in chief and not through¬ 
out this proceeding? 

# • • 

The Witness: They have continually referred to their 
position as the residual receiver, and Mr. Thomas referred 
to that position in his direct testimony back in June a year 
ago, or May a year ago. 

Trial Examiner : You are not implying that so far 
as you know they have changed that position since 
then? 

The Witness: Yes, I think that Mr. Thomas’ testimony 
on rebuttal is very clear evidence of a somewhat different 
position when he refers to Baltimore operating these com- 
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panies as though they were all one. That is quite a dif¬ 
ferent situation in my mind from considering themselves 
as the residual receiver. 

t i • 

[20881] Q. Counsel, through the witness Spaulding, 
brought into this record Exhibit 367. Do you have that be¬ 
fore you? A. No, I do not. 

Q. I will place it before you. Did that billing take 
place under Article 6? A. It did. 

Q. Is it in strict conformity with Article 6? A. It is 
in conformance with Article 6, except as modified in small 
detail by agreement of the operating committee. 

• • • 

[20894] By Mr. Reiblich: 

Q. Mr. Spaulding, at transcript 20782, lines 14 to 16, 
you testified that Penn Water’s day to day choice of gen¬ 
eration is in large part in consideration of the overall sys¬ 
tem economy. On cross-examination by Mr. Goldberg this 
morning I understood you to say that about one-third of 
the time in a year the river flow was such that Holtwood 
Company has no choice because the entire generating 
capacity is working at maximum output because of the 
river flow? [20895] A. That is about right. 

Q. Isn’t it also a fact that for approximately one-third 
of the days there is no choice during the heavy load hours 
of the day because all Holtwrood hydro units are likewise 
operating? 

• • • 

i The Witness: There would be another period of time. 
I don’t know- that I would say it was another one-third. 

By Mr. Reiblich : 

Q. Looking at the flow duration curve that you are 
using wouldn’t it be approximately one-third ? A. I think 
it wrould be a little less than an additional one-third of the 
time. 
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Q. Isn’t it a fact that even during the rest of the time, 
the remaining one-third, approximately, the system must 
be operated in the interests of over-all maximum economy? 
A. The system is operated where possible in the [20896] 
interests of over-all system economy. That is the very 
reason that at times there is a larger amount of 25 cycle 
hydro generation at Holtwood than would otherwise be 
experienced. In other words, Holtwood’s 60 cycle hydro 
is much more efficient than its 25 cycle hydro generating 
units, but at Baltimore it is the reverse. Baltimore’s 60 
cycle steam generation is very much more efficient than 
Baltimore’s 25 cycle generation and therefore more 25 
cycle hydro generation is used and sent to Baltimore in 
order to produce better over-all system economy. 

• # • 

[20983] By Me. Goldberg: 

Q. Mr. Spaulding, at transcript 20908 you spoke of 
consideration being given to modernizing the Highland- 
town substation in a very large degree. At the time you 
were referring to in that answer do you know whether any 
further consideration has been given to modernizing that 
substation since the [20984] Bailey-Oppenheimer and 
Greer-Von Eiff studies that you referred to in your an¬ 
swer? 

• • • 

The Witness: I should like to answer it this way, that 
there have been no studies on the modernization of High- 
landtown substation, to my knowledge, other than those 
that were given at that time but those studies extended, as 
I recall, into the year 1940. 
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[21013] EDWARD S. LOANE. 

• it 

Direct Examination. 

By Mr. Myse: 

• • • 

[21014] Q. Mr. Loane, do the corrections shown by Exhibit 
509 include any of those previously shown in Exhibit 351 
prepared as rebuttal of Exhibits 64, 249 and 292? A. 
Thev do not. 

• • • 

[21016] Q. Will you describe generally the changes or cor¬ 
rections in the assumptions used by Mr. Davis in his Ex¬ 
hibit 421 which were made in Exhibit 509? [21017] A. 

The capacity accounting shown in Table V-A has been made 
consistent with the energy accounting shown in Table V-B; 
and the costs based upon the costs of Safe Harbor as de¬ 
termined by Mr. Davis in his Exhibit 421 were applied to 
the services described by him as “diverted from Balti¬ 
more’s two-thirds of Safe Harbor.” 

Q. Were any changes made in Tables I, H, III, HI-A, 
IV, V, V-B and V-C? A. No. 

Q. Do you take the responsibility for the accuracy of 
any of the data, the descriptions, or the methods employed 
bv Mr. Davis in his Exhibit 421 as applied to Exhibit 509? 
A'. No. 

Q. Will you describe briefly what is shown in Exhibit 
509? A. On Schedule X there are shown certain addi¬ 
tional data derived from Tables V and V-B of Exhibit 421; 
also, on Schedule X is the adjusted revenue from Balti¬ 
more which takes the place of Table VI-A of Exhibit 421. 
Schedule Y shows a corrected Table V-A and Schedule Z 
shows a corrected Table VI. 

Q. Will you describe what is shown by Schedule X? 
A. On Schedule X there is first determined the cost of 
capacity and energy supplied by what Mr. Davis described 
as diversion from Baltimore’s two-thirds of Safe Har¬ 
bor.” Such costs shown are based upon the costs in Table 
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V of Exhibit 421. The [21018] computation is self- 
explanatory. The calculation results in unit costs ap¬ 
plicable to the services described as “diverted from Balti¬ 
more’s two-thirds of Safe Harbor” of $14.27/kw and 0.867 
mills/kwh. Schedule X also shows the determination of 
the division of what is described by Mr. Davis in his Table 
V-B as “supply by Baltimore” between backfeed and “di¬ 
version from Baltimore’s 2/3 of Safe Harbor.” This de¬ 
termination is based upon Table V-B of Exhibit 421. No 
alteration has been made in the basic data shown on such 
table. This calculation leads to the following result: Of 
the “total available supply for firm and interchange sales 
in Pennsylvania” 17.02 percent is supply by backfeed and 
17.34 percent supply by “diversion from Baltimore’s 2/3 
of Safe Harbor.” 

At the bottom of Schedule X there is also shown the 
adjustment of the revenue actually received from Balti¬ 
more Company. To provide a basis for comparison on 
Table VI and without agreement that it is a proper basis, 
the revenue from Baltimore is considered to be the reve¬ 
nue actually received from Baltimore plus the net inter¬ 
change revenue received from the Pennsylvania customers. 
No adjustment, such as was shown in Table VI-A of Ex¬ 
hibit 421, has been made of Penn Water’s division of the 
total revenue received from P. R. R. 

Q. In your revision of Table V-B did you make any 
adjustment for the difference between actual conditions in 
the year 1946 and a year of average river flow conditions? 
[21019] A. No. 

Q. What effect does a difference between actual con¬ 
ditions and conditions under a year of average river flow 
have on the assumptions and the data in Table V-B of 
Exhibit 421? A. With respect to any excess or defi¬ 
ciency in Holtwood generation approximately 70 percent 
of this amount would be reflected in changed deliveries at 
Highlandtown, shown on line 6 of Table V-B. It is not 
proper to assume that all of such excess or deficiency would 
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be reflected in an adjustment in the single item of back¬ 
feed. There would be an adjustment of about 5 percent 
of Holtwood’s excess or deficiency in the amount of trans¬ 
mission losses on line 4 of Table V-B. There would be 
an adjustment of about 7 percent or 8 percent of the com¬ 
bined excess or deficiency at both Holtwood and Safe 
Harbor in the firm sales to M. E. Co. included in line 13 
of Table V-B. With respect to any excess or deficiency at 
Safe Harbor there would be a change in line 2 of Table V-B 
equal to one-third of such excess or deficiency, and in lines 
S, 10 and 14 of Table V-B of amounts that could only be 
determined by an hour to hour computation for the entire 
vear. 

Q. Why did you not attempt to adjust the figures on 
Table V-B for the difference between actual flow in the year 
1946 and average river flow’ conditions? A. The proper 
amount of correction could only be determined by a long 
and detailed study of the hour by hour [21020] conditions, 
which we have not had an opportunity to make. 

Q. Will you describe what is shown in Schedule Y of 
Exhibit 509? A. On Schedule Y certain data have been 
used which are the same as those shown on Table V-A of 
Exhibit 421. Principally these are the first nine lines of 
that table, wdiich are being used for the purpose of this 
exhibit without change in the dependable capacity or allo¬ 
cation of losses and capacity among the several plants. 
Based on the amounts of “net dependable capacity avail¬ 
able for load,” shown in line 9, there is determined, in lines 
10 to 13, the amount of “Holtwood resources of net de¬ 
pendable capacity” in a manner 'which parallels the com¬ 
putation in Table V-B of the “Holtwood resources” of 
energy. It is in the next line (line 14) of Schedule Y that 
the method that I have used departs from anything shown 
in Exhibit 421. 

Q. How did you determine the amount of capacity de¬ 
livered to Baltimore at Highlandtown as shown in line 14 
of Schedule Y? A. That was determined by reference 
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to a diagram showing the relation of Holtwood generation, 
deliveries at Highlandtown, and system losses to the total 
PW and Safe Harbor hydro generation. 

Mr. Myse : Mr. Examiner, I now hand the reporter 
a chart entitled “Relations of (1) Holtwood Hydro 
Generation, [21020-A] (2) 25 cycle Delivery to High¬ 
landtown, and (3) P. W. & S. H. Transmission Losses 
and Station Uses to Total P. W. & S. H. Hydro Gen¬ 
eration for the hours of System Peak Load (Area 6 & 
Pa. Oust) on All Days of 1945 and 1946 except Sat., 
Sun. and Hoi. and Those Days on which Hydro Units 
(at Holt, or S. H.) were Out of Service for Mainte¬ 
nance,” and ask that it be marked Exhibit 510 for 
Identification. 

(The chart referred to was marked Exhibit No. 510 
for Identification.) 

By Mr. Myse : 

Q. Will you describe Exhibit 510? A. There are 
plotted on this diagram certain data for the years 1945 
and 1946, limited to the hours of daily peaks on the Area 6 
plus Pennsylvania customers system, on all days except 
Saturdays, Sundays and holidays, days on which hydro 
units at either Holtwood or Safe Harbor are out of service 
for maintenance, and days on which the hydro generation 
on the peak hour was less than 200,000 kw. For all these 
daily peak hours there were recorded: (1) the Holtwood 
hydro generation, (2) the 25 cycle deliveries at Highland- 
town, (3) the PW and Safe Harbor station uses and trans¬ 
mission losses. 

These three items were plotted vertically against a 
horizontal scale showing the total hydro generation at Holt¬ 
wood and Safe Harbor. Then on this plot straight lines 
were drawn through the data to represent the average 
relations [21021] shown by 1945 and 1946 experiences. 

Q. How did you use the data shown on Exhibit 510 in 
determining the capacity delivered to Baltimore at High- 
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landtown, as shown on line 14 of Schedule Y? A. This 
diagram shows that for a total hydro generation of 250,000 
kw which generation is equal to the total dependable hydro 
capacity as shown by Mr. Davis in Exhibit 421, that the 
average 25 cycle delivery at Highlandtown will be 53,000 
kw. On any particular daily peak the delivery at High¬ 
landtown may be more or less than 53,000 kw, just as the 
total hydro generation at that time may be more or less 
than 250,000 kw, but to the same extent that the entire 
system can count on 250,000 kw as dependable hydro 
capacity, Baltimore Company can count on the delivery 
at Highlandtown at the time of their peak of 53,000 kw. 

Q. Will you state the significance of the data plotted 
in the upper part of Exhibit 510? A. The data on the 
upper part of this diagram, showing the relation between 
Holtwood hydro generation and the total hydro genera¬ 
tion, were plotted as a check on the relation between the 
delivery at Highlandtown and the total hydro generation. 
The difference between Holtwood hydro generation and 
the delivery at Highlandtown appears to be about 37,000 
kw, which difference is accounted for by (1) 60 cycle hydro 
generation—22 or 23 mw; (2) 25 cycle sendout to Lan¬ 
caster—[21022] 5 or 6 mw; (3) station uses and loss on 
the 25 cycle circuits to Highlandtown—perhaps 7 or 8 mw. 
Finally, there may be a residual of 1 or 2 mw, accounted 
for by the relatively small use, on the average, of the Holt¬ 
wood frequency changers. 

Q. Will you state the significance of the data plotted 
in the lower part of Exhibit 510? A. The data at the 
bottom of this diagram, showing the relation between the 
Penn Water and Safe Harbor station uses and transmission 
losses and total hydro generation, show that on the aver¬ 
age the losses are about 17,000 kw for a hydro generation 
of 250,000 kw. The scattering of points from which this 
average curve is drawn is to be expected. The losses are 
determined by the difference between a great many meter 
readings. Not all of these meters can be read exactly on 
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the hour and any small inaccuracies in these many meter 
readings causes a relatively large variation in the resulting 
difference, representing the system losses. It is possible 
to have recorded losses of as much as 25,000 kw or more, 
but such amounts are the results of meter reading inac¬ 
curacies and are not the actual losses being experienced on 
the system at that time. 

Q. What part of the “Holtwood resources of net de¬ 
pendable capacity,’’ shown in line 13 of Schedule Y, can 
be counted upon on the average to he delivered at High- 
landtown ? A. The 53,000 kw shown in line 14 as delivery 
to [21023] Highlandtown is about 35 percent of the “Holt- 
wood resources” shown in line 13. 

Q. What part of the “Holtwood resources of net de¬ 
pendable capacity” are available for use in Pennsylvania 
as shown by Schedule Y? A. After deducting the 
capacity delivered at Highlandtown, the balance available 
for use in Pennsylvania in meeting the demands of the 
Pennsylvania customers is 97,312 kw, or about 65 percent 
of the “Holtwood resources of net dependable capacity.” 

Q. Have you made any changes in the demands of the 
Pennsylvania customers as shown in Table V-A of Exhibit 
421? A. Yes, there have been two changes made in these 
demands shown in Schedule Y as compared with Table 
V-A of Exhibit 421. The load for the Railroad used in 
Schedule Y is 47 per cent of the total actual Railroad load 
at the time of the system peak, instead of a portion of 
the total billing demand for the Railroad load in December. 
Also, in Schedule Y no reserve has been added to the 
demand of M. E. Co. 

Q. Why did you use the actual demand of the Railroad 
instead of the billing demand for December as a basis for 
the figures in your Schedule Y? A. Because the actual 
demand of the P. R. R. is a component of the system peak 
load used in the purported determination of dependable 
hydro capacity. The deduction of the actual [21024] de- 








2430 


Edward S. Loane, Direct 


mand of the P. R. R. from the available capacity is neces¬ 
sary to determine what capacity is left for other customers. 

Q. Could a billing demand be substituted for an actual 
demand of the P. R. R. in the determination of the capacity 
available for other customers? A. Such substitution is 
not proper in my opinion. It could not be made without 
making necessary an adjustment in the purported depend¬ 
able hydro capacity. 

Q. What adjustment -would be necessary? A. Be¬ 
cause there is no separate billing demand for the railroad 
load in Pennsylvania, the figure shown by Mr. Davis in line 
14 of Table V-A is 48 percent of the total December billing 
demand, amounting to 76,333 kw. This December billing 
demand is 11,333 k-w greater than the actual railroad load 
at the time of the system peak. If the billing demand were 
substituted for the actual railroad load at the time of the 
system peak, that system peak would be about 11,000 kw 
greater with no change in the average system load. The 
dependable capacity shown by Mr. Davis in line 3 of Table 
V-A would then have been increased by 11,000 kw provided 
he followed the same procedure of computation explained 
in connection with Exhibit 425. 

Q. Why did you not apply any reserve to the load of 
M. E. Co.? A. Operations under the M. E. contract are 
distinctly [21025] different from those under the PL and 
PE contracts. PV r has no obligation to provide reserve 
capacity (other than spinning reserve) for the M. E. system 
and M. E. Co. considers no reserve (other than spinning 
reserve) to be available as a result of their operations with 
the Penn Water-Safe Harbor system. 

Q. Will you describe what Schedule Z of Exhibit 509 
shows? A. Schedule Z shows revision of Table VI of 
Exhibit 421. The form of the schedule and table are some¬ 
what similar but the following differences should be noted: 
In Schedule Z there has been inserted a line (4a) to show 
the subtotal of Pennsylvania customers and P. R. R. in 
Pennsylvania. There has also been inserted lines 5a, 5b 
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and 5c, to show separately the following: line 5a—service 
to Baltimore and cost relating thereto; line 5b—supply by 
Baltimore and credits assumed in connection therewith; 
line 5c—net services and cost to Baltimore. The data shown 
in the ten columns are generally of the same character in 
Schedule Z and Table VI except in column 6. 

The notes on Schedule Z show all the computations of 
data that cannot be obtained from other schedules of Ex¬ 
hibit 509 or on tables of Exhibit 421. 

Q. Where did you obtain the costs of energy and capac¬ 
ity shown as “diverted from Baltimore’s 2/3 of Safe 
Harbor” in notes (a) and (b) of Schedule Z? [21026] 
A. Those costs were determined on Schedule X. 

Q. Why did you not make any change in the 4.7 mill 
rate applied to backfeed in Schedule Z? A. With the 
time available it has not been possible to complete the de¬ 
tailed computations necessary for the determination of the 
actual cost to Baltimore of backfeed from Baltimore and 
Washington. 

Q. If you had carried out all the appropriate correc¬ 
tions made or suggested in Exhibit 351 in relation to Ex¬ 
hibit 421, would there have been any effect on the amounts 
shown in Exhibit 509 as the excess of revenues over allo¬ 
cated costs to Baltimore? A. Those amounts shown in 
line 5c, columns 9 and 10 of Schedule Z would have been 
further substantially reduced. 

Q. What would be the effect if you had made correc¬ 
tions similar to those made in Exhibit 509 in relation to 
Exhibit 422? A. The amount and percentage shown, re¬ 
spectively, in line 5, columns 8 and 9 of Exhibit 422 would 
have been substantially reduced. 

Q. Exhibit 482 shows that an adjustment was made to 
Exhibit 421 for an excess of generation in the year 1946 as 
compared with average river flow conditions, based upon 
the years 1917 to 1941, inclusive. Does Baltimore Company 
now compute the generation at Holtwood and Safe Harbor 
under [21027] average river flow conditions based upon the 
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years 1917 to 1941, inclusive? A. No, it does not. 
Neither Penn Water nor Baltimore Company now uses an 
average based upon such 25-year period. Both companies 
use, for all purposes connected with their expectations of 
average hydro generation, an average based on the 30 years 
from 1917 to 1946, inclusive. This longer record gives a 
more reliable indication of expected future conditions. 

Q. Is there available any computation by Baltimore 
Company of the average generation based upon this 30- 
year period? A. Yes. 

Mb. Myse : Mr. Examiner, I now hand the reporter 
a memorandum from R. L. Ashley to F. A. Leslie dated 
January 6,1947, the subject of which is “Revised Basis 
for Average Flow Hydro Generation,” and ask that it 
be marked Exhibit 511 for Identification. 

Tbial Examines : The Memorandum handed to the 
reporter may be marked Exhibit 511 for Identification. 

(The document referred to was marked Exhibit 
No. 511 for Identification.) 

By Mb. Myse: 

Q. What does Exhibit 511 show? A. It shows that 
Baltimore Company now uses a 30-year average flow record 
and expects that the average gross hydro generation should 
be approximately 1,525,000,000 kwh per year. 

[21028] Q. As compared with the actual gross hydro gen¬ 
eration in 1946 was there a deficiency or an excess based 
upon Baltimore Company’s expectation of generation under 
average river flow conditions? A. There was a defi¬ 
ciency of about 20,000,000 kwh in contrast with the excess 
of approximately 30,000,000 used in Exhibit 482. 

• • • 

[21029] Mb. Myse: Mr. Examiner, may the record show 
that I now distribute additional copies, in addition to 
those which were distributed the other day, of Exhibits 
510 and 511? 
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Trial Examiner: Any further questions of the 
witness on direct? 

Mr. Myse : Not at this time, Mr. Examiner. 

Trial Examiner: Any cross-examination of the 
witness hy Staff counsel? 

Mr. Goldberg: Does this complete the witness’ 
direct testimony, Mr. Examiner? 

Mr. Myse : No, sir, this is all we have ready at this 
time of this witness. We feel we have not had an 
adequate or sufficient opportunity to complete our re¬ 
search and prepare sur-rebuttal by the witness Loane. 

Trial Examiner: The Examiner rules that the 
witness should pass for cross-examination. 

Mr. Myse: We take exception to that ruling for 
the reasons stated yesterday or day before yesterday 
in connection with the same ruling in respect to the 
testimony of the witness Spaulding. 

Trial Examiner: The Examiner rules that the 
Respondents have had an adequate time to prepare for 
their sur-rebuttal. You may cross-examine. 

fit 

[21039] Cross-Examination. 

By Mr. Goldberg: 

• • • 

[21040] Q. Now, will you tell us why, in your opinion, you 
believe that there should be deducted from the Holtwood re¬ 
sources the capacity delivered at Highlandtown in Table 
V-A of Exhibit 421 ? A. To make it consistent with V-B. 

Q. Is it merely to make it consistent, or is there a 
reason in your mind why there should be this consistency? 
That is really what I am getting at. A. Certainly I 
think there should be a consistency between the two. 
Energy goes to Highlandtown, and so does the capacity, 
and are both used by Baltimore. 
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[21043] Q. Do you consider the capacity delivered at High¬ 
landtown as dependable capacity? A. The 53,000 kw 
which I deducted in my exhibit, being delivered at High- 
landtown, is dependable in the same extent and same degree 
that the 250,000 kw capacity is dependable that Mr. Davis 
used in Exhibit 421. 

Q. Then you are saying that you have considered 53,000 
kw as dependable capacity in asserting that there should be 
consistency between the energy accounting in Table V-B 
and the capacity accounting in Table V-A of Exhibit 421. 
Is that right? A. Yes, with this explanation: That 
53,000 may not be all that I think is dependable and is de¬ 
livered at Highlandtown. 

Q. Now, then, let us assume for the sake of this ques¬ 
tion that the 53,000 kw is not dependable capacity. Under 
that assumption, would you still say that there is incon¬ 
sistency between Tables V-B and V-A of Exhibit 421? A. 
I just cannot make that assumption, because I know it is 
contrary to the facts. 

Q. Well, the fact that you answer on the basis of that 
assumption doesn’t mean that you are agreeing with the 
assumption, Mr. Loane. But I would like to have an an¬ 
swer from you taking my assumptions for the sake of the 
question. A. I haven’t considered it, and I don’t know 
what my [21044] answer would be. 

Q. Well, can you consider it now and tell me what your 
answer is? 

• # • 

The Witness: There are so many other things that 
would have to change, Mr. Goldberg. In Exhibit 421, ac¬ 
cording to Mr. Davis there is only 27,000 of undependable 
Holtwood hydro capacity. I cannot conceive of 53,000 un¬ 
dependable capacity being delivered at Highlandtown. 

By Me. Goldberg : 

Q. You say, then, that you cannot give it that con¬ 
sideration you feel you would have to give it at this time in 
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answering my question! A. You would have to change 
a lot of other conditions. 

Q. Do I correctly understand, then, that you say that 
you cannot give me an answer because you would not have 
on the witness stand sufficient time to consider all the 
[21045] ramifications that you say are involved. Is that 
right ? A. 0. K., that is right; I couldn’t consider every¬ 
thing. 

Q. Now, in saying that you have made the energy ac¬ 
counting and the capacity accounting in Exhibit 421 con¬ 
sistent, have you in any way departed from the theories 
and the principles employed by Mr. Davis! 

# • • 

The Witness: I don’t know, Mr. Goldberg. 


[21059] Q. Isn’t it a fact that when Baltimore’s two-thirds 
of Safe Harbor’s energy is diverted to the Pennsylvania 
customers, Baltimore Company is required to replace that 
diverted energy to meet its own requirements by generating 
steam electric energy! 

Mr. Myse: Now, Mr. Examiner, I object to that. 
There is an assumption in there that there is some 
diversion from Baltimore’s two-thirds, which is an as¬ 
sumption this witness has not made, and there is no 
foundation in the direct testimony of this witness for 
that question, and I therefore object to it as not within 
the scope of the direct, and immaterial and irrelevant. 

Mr. Goldberg: That I cannot fathom, Mr. Exam¬ 
iner, because all you have to do is glance at Exhibit 
509, and it is inherent in the exhibit. He treats with 
the diversion. 

Mr. Myse : I think if you glance at the exhibit you 
will see that in every place “diversion from Balti¬ 
more” is quoted, and it means as Mr. Davis used it. 
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Now, this witness hasn’t taken any responsibility 
for it. 

• i • 

[21060] Trial Examiner : As the Examiner sees it the ques¬ 
tion goes to the matter of the witness applying certain 
costs to the so-called diverted energy. The question is 
therefore deemed to be proper. 

The Witness : Let me say it this way: When more Safe 
Harbor energy is used in Pennsylvania and less is sent to 
Baltimore, Baltimore has to generate more by steam. 

By Mr. Goldberg : 

Q. Isn’t it also a fact that such additional generation 
by steam costs Baltimore considerably more than the 
energy which is generated at Safe Harbor and diverted to 
Pennsylvania [21061] customers? A. Very likely. 

Q. It is more than very likely, isn’t it? It is a fact, 
isn’t that so ? 

• • • 

The Witness: The cost of steam generation in Balti¬ 
more is more than the 0.867 mills I used in Safe Harbor. 

By Mr. Goldberg : 

Q. Is it fair to say it is considerably more? A. Yes. 
Q. Now, then, in Exhibit 509 the credit to Baltimore 
Company is in an amount less than the costs incurred by 
Baltimore Company in generating the energy by steam, 
isn’t that so? A. That is right. 

• • • 

[21062] By Mr. Goldberg : 

Q. Well, in view of the fact that the credit is in an 
amount less than the cost to Baltimore generating the addi¬ 
tional steam energy, doesn’t it mean that the Pennsylvania 
customers receive the benefit of low cost hydro energy at 
the expense of Baltimore Company? 

[21063] Mb. Myse : I object to that question as being argu¬ 
mentative. 
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Trial Examiner : It is very close to the line but the 
Examiner will permit the question. 

The Witness: The Pennsylvania customers are charged 
with the cost of the energy from Safe Harbor. Baltimore 
Company’s credit is the cost which it would have paid for 
the Safe Harbor energy if it received it, not the value of 
that energy to Baltimore. 

By Mr. Goldberg : 

Q. Isn’t the answer to my question yes ? A. I don’t 
know what you mean by the expense of Baltimore. 

Q. That means you don’t understand my question and 
therefore cannot answer it? A. No, I answered it, I 
think. 

Q. I am trying to understand what you mean when you 
say that you don’t know what I mean by the use of the word 
“expense.” Does that mean you don’t understand my 
question and therefore cannot answer it? A. What two 
conditions are you comparing? If there is a disadvantage 
to Baltimore you have to compare two things. 

Q. I am giving you the comparison. The credit to Bal¬ 
timore Company as against the cost Baltimore Company 
has to incur in generating the additional steam. 

[21064] Mr. Myse : Mr. Examiner, I think the colloquy that 
has just taken place shows exactly what I said a mo¬ 
ment ago that the entire line of questioning is argu¬ 
mentative. 

Trial Examiner : I think so. 

• • • 

Q. Mr. Loane, comparing the credit to Baltimore and 
the cost Baltimore incurs in generating the additional 
steam, the treatment in Exhibit 509 results in a disadvan¬ 
tage to Baltimore, right ? 

Mr. Myse: Same objection. 

The Witness: That is what I said initially, that if 
Exhibit 509 is compared with 421 there is more cost to 
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[21065] Baltimore, if that is what yon mean by the ex¬ 
pense to Baltimore. 

• • • 

Q. Doesn’t the treatment in Exhibit 509 mean that the 

costs of energy to the Pennsylvania cnstomers do not prop¬ 
erly reflect the cost of steam generation on the intercon¬ 
nected system? 

• • • 

[21066] The Witness: I don’t want to say what they do 
not reflect. They do reflect the costs incurred in serving the 
Pennsylvania cnstomers under the assumptions made 

herein. 

By Mb. Goldberg : 

Q. Under the assumptions made in Exhibit 509- 

A. And 421. 

Q. —the costs of energy to the Pennsylvania customers 
do not properly reflect the cost of steam generation on the 
interconnected system, isn’t that so? A. I won’t say 
what they do not reflect, I will tell you what they do reflect. 

Q. Do you mean you would rather not answer that 
question ? 

Trial Examiner: No, the witness is having diffi¬ 
culty, I think, with your insertion of the word “prop¬ 
erly. ’ ’ 

By Mr. Goldberg : 

Q. Well, shall we say do not reflect the costs of steam 
generation on the interconnected system, leaving aside for 
the moment whether it is proper, or not? A. That is 
right, they do not reflect the costs of steam generated en¬ 
ergy on the interconnected system. 

• • • 

[21080] Q. Will you agree that a company selling power 
and energy on a firm basis requires reserve generating ca¬ 
pacity? A. Generally, yes, but there may be exceptions. 
Q. Will you agree that all the firm customers should be 
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required to bear the cost of such reserve generating ca¬ 
pacity f 

• # # 

[21081] The Witness: If the customer is provided with 
reserve he should pay the cost of it. 

By Mr. Goldberg : 

Q. Isn’t Metropolitan Edison that kind of firm cus¬ 
tomer? A. No. 

[21082] Q. You say it is not? A. It is not. 

Q. Isn’t it a fact that it is that type of a firm customer 
in so far as it affects Penn Water’s obligations to supply 
Metropolitan Edison Company’s requirements above the 
steam line? A. No, I don’t think it is. 

Q. The requirements above the steam line you do not 
think are a firm obligation? A. There have been sev¬ 
eral definitions of firm supply and maybe according to the 
FPC definition the supply to M. E. Company would not be 
firm, but what is firm is defined in the M. E. contract. 

Q. Isn’t this the fact, that with respect to M. E.’s re¬ 
quirements above the steam line they are no different from 
P. P. & L.’s requirements under its contract with Holt- 
wood? A. They are different. 

Q. In what way are they different? 

Mr. Myse: I object to that, Mr. Examiner. That 
is the point at which we launch off into a long investi¬ 
gation as to what Exhibit 72 shows. We have gone 
over that several times. 

Trial Examiner: I think the form of the question 
is bad. 

The Witness : Maybe I can explain the difference rela¬ 
tively easy. P. P. & L. and P. E. Company in their reports 
[21083] of various kinds show as the capacity available 
from P. W. an actual demand plus a reserve. P. W. has 
to provide the reserve related to the Coatesville and Lan¬ 
caster load; M. E. Company shows as available from P. W. 


i 
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only the demand, they supply the reserve, that is the dif¬ 
ference. 

• • • 

Q. I am just interested in finding out if you can iden¬ 
tify for us, for me at least, these reports. A. The re¬ 
ports that I referred to are capacity reports which we re¬ 
ceive from the Pennsylvania-New Jersey Interconnection 
in connection with our coordinated operation with them. 
Now I understand that M. E. will follow the same thing in 
their FPC Form 12 report, but it is not available yet. 

Q. You say you understand M. E. will do that in their 
FPC Form 12 report which has not been filed yet? A. I 
asked for it last week and it was not available upstairs. 

Q. Was that the first report that will reflect opera¬ 
tions under Exhibit 72? A. That is right. 

Q. How did you ascertain that M. E. is going to do 
that? A. I asked Mr. Von Eiff, who is a member of the 
[21084] Operating Committee under that contract, to find 
out for me, and I believe he and Mr. Watchorn contact some¬ 
one in the M. E. Company. 

Mb. Myse : I don’t think it is quite clear as to what 
you meant when you said that M. E. was going to do 
something in its Form 12. Can you be a little clear on 
that? 

The Witness: M. E. Company will show in their Form 
12 the capacity available from P. W. as an actual demand 
without any addition of reserve, whereas in former years 
when we supplied York-Edison they showed the demand 
plus the reserve as being available from P. W. 

• • • 

By Me. Goldberg : 

Q. And you take that to mean that Penn Water pro¬ 
vides no reserve for M. E., is that right? A. That is 
right. 

Q. Have you yourself attempted to verify your conclu¬ 
sion that Penn Water does not supply any reserve to M. E. 
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under Exhibit 72 by making any reference to the terms of 
the contract ? A. Oh, I know they supply a spi nn i n g re¬ 
serve. 

Q. Well, other than that, have you referred to the con¬ 
tract to verify your understanding? A. No, it is just 
the understanding of what the operations will be. 

[21085] Q. What detailed computations would be necessary 
to deter min e actual cost to Baltimore of the backfeed from 
Baltimore and Washington? A. Well, you would have 
to set up the hour-to-hour schedule of what the backfeed 
is, some of it being for interchange and some of it being 
fised in connection with the firm supply in Pennsylvania. 
Then the costs that relate to the interchange have already 
been determined as the basis of the interchange billing. It 
is the highest cost part of the backfeed that is related to 
the interchange, and it would be necessary hour-by-hour 
to determine the costs that relate to the backfeed or the 
part of the backfeed used in connection with firm supplies. 

Q. When you say that the higher costs have already 
been determined as related to interchange, to what period 
of time do you have reference ? When was this determina¬ 
tion made? A. Whether it was the hour following, the 
day following or the week following, I don’t know, but the 
interchange figure is determined currently. 

Q. Oh, it is always ready as the operations of the com¬ 
pany move along? A. Well, you have got to make out a 
bill for the interchange. 

Q. I see. Now, what would you have to do to deter¬ 
mine the costs of the firm? A. The costs of what? 
[21086] Q. Of the firm portion. A. You mean the back¬ 
feed that is used to supplement Holtwood’s and Safe Har¬ 
bor’s supply? 

Q. Yes. A. Well, ordinarily we go to the Gas Com¬ 
pany and ask them to cooperate in such a study, but I don’t 
think we could under these circumstances. 

Q. You haven’t done that? A. We are proceeding 
without their cooperation. 
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Q. Now, is that determined as rapidly as the inter¬ 
change costs are determined ? A. Oh, no, there is no cur¬ 
rent determination of that. 

Q. But you say such a determination is presently in 
process? A. We started it in connection with this re¬ 
buttal testimony. 

Q. When did you start ? 

• • • 

[21087] The Witness: Sometime last week. I couldn’t be 
sure of the date. 

By Mr. Goldberg : 

Q. What records have to be examined to ascertain the 
costs in connection with the firm portion? A. Well, a 
good many of the hourly load records will be necessary, the 
generation and deliveries at various places, and we have got 
to get the data which relates to the costs of generation at 
various places. 

Q. I take it it has to be an hour-by-hour study. Is that 
right? [21088] A. For the most part, yes. Perhaps 
there will be times where you can group hours together and 
work out the costs for a group of hours. 

Q. I understand your testimony to be that you have to 
determine what portion is for interchange and what portion 
is for firm. Right? A. Well, since the backfeed that is 
used for interchange has already been paid for, I wouldn’t 
think that any costs relating to that use of backfeed would 
be charged to the backfeed used in connection with the firm 
supplies. 

Q. Well, how do you determine what portion is for in¬ 
terchange and what portion is for firm? A. Well, the 
highest cost part has already been billed as interchange. 

Q. That is the determination that the highest cost is 
for interchange ? 

Trial Examiner : I think the cross-examination is 

beginning to become highly general and not particu¬ 
larly relevant. 
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By Mb. Goldberg : 

Q. How close to completing the study are you? A. 
I don’t know. It is being done in Baltimore, and I am only 
in telephone communication with it. 

i i • 

[21216] Trial Examiner: Is there any further testimony 
to be offered by Respondents’ counsel in sur-rebuttal? 

Mr. Myse: Mr. Examiner, this is all the sur-rebuttal 
testimony we have been able to prepare for presentation 
in the wholly inadequate and unreasonable time we have 
been allowed for such preparation. 

We want to make it clear, however, that this is not all 
of the evidence we would produce if we were to be accorded 
a reasonable opportunity to rebut the evidence presented 
against us in this proceeding by the Staff and the Inter- 
venors. 

We object strenuously to the summary nature of the 
action of the Commission, as represented by the Examiner, 
which thus deprives us of an adequate opportunity for hear¬ 
ing on such evidence presented by other parties to this pro¬ 
ceeding. 

The volume, detail and technical nature of the evidence 
recently presented by the other parties, combined with the 
almost continuous hearing sessions since September, 1946; 
the requirement of immediate cross-examination of hostile 
witnesses; the requirement of immediate re-direct exami¬ 
nation of our own witnesses; the requirement- 

Trial Examiner: Now, just a minute. All of this is 
a statement of the same character that the Examiner has 
listened to on every single occasion when the Examiner has 
directed Respondents’ counsel, as he has directed every 
other counsel appearing in this case, to proceed with the 
[21217] examination of the witness that is then in order. 
I see no reason for counsel again going through all of this 
recitation. 
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Mb. Myse: Well, I would like to summarize, if I may, 
the reasons why we think we are being deprived of a fair 
hearing under the Constitution and the laws of the United 
States, and in addition I have an offer of proof at the end 
of the summary. 

Trial Examiner: You may hand your summary to the 
reporter. 

Mr. Myse : I do not have it in condition where I could 
hand it to the reporter. I have notes, but I have corrections 
to those notes which I would like to consider as I go along 
in making my statement. 

Trial Examiner : In view of the fact that Respondents ’ 
counsel has had an opportunity every time that he has been 
called upon to state his objection, if he had any, to going 
forward at that time when called, and to state the grounds 
supporting that objection, and that the Examiner permitted 
a complete statement of counsel’s position and the grounds 
in support of that position in connection with the ruling on 
Respondents’ counsel’s application for a recess in February 
to prepare for rebuttal testimony, and for a recess in June 
in order to prepare for the sur-rebuttal testimony, I see no 
reason for the Examiner to be compelled to listen to a re¬ 
statement of all of those objections and the grounds sup¬ 
porting [21218] them, or any resume thereof. 

Now, if Respondents’ counsel is not prepared to go for¬ 
ward at this time with further sur-rebuttal testimony, and 
there is any condition of emergency attending his inability 
to proceed at this time, he may state that. 

Mr. Myse: Mr. Examiner, we except to your ruling 
denying us the right to state our objections to the pro¬ 
cedure adopted by the Commission, as represented by the 
E x aminer, and state that we have not had an opportunity 
to fully state those objections. 

I do at this time, however, desire to make an offer of 
proof, and although we have not completed our research 
and consideration in determining all of the rebuttal evi- 
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dence we would present if given an adequate and reason¬ 
able opportunity, we are able to state and hereby offer to 
prove- 

Trial. Examiner: Wait just a minute. What is the 
nature of this offer of proof? 

Mr. Myse : I am just going to get to it. 

Trial Examiner: I don’t mean that. I think it is im¬ 
proper for counsel to make an offer of proof with respect 
to testimony which he states he has not had time to prepare. 
Now, if he has any testimony to present, an offer of proof 
is unnecessary. He may call his next witness. 

Mr. Myse: I would like to state for the record, Mr. 
Examiner, that we do have in the process of preparation 
certain [21219] detailed testimony, and I would like to state 
just exactly what that is in order that the Examiner may 
know the nature of the testimony in further rebuttal that 
we intend to produce, and it is as follows: By the witnesses 
Spaulding and Loane- 

Trial Examiner: Wait just a minute. If it is unpre¬ 
pared testimony, it is not properly the subject of an offer 
of proof. If it is prepared testimony, counsel may call his 
next witness. 

Mr. Myse: Mr. Examiner, we want to have the record 
show just exactly and in detail the type of evidence which 
we are prepared to bring in if given an adequate oppor¬ 
tunity, and it relates to testimony and evidence in direct 
rebuttal and refutation of many of the documents and evi¬ 
dence presented by Commission’s Staff and by the other In- 
tervenors in this case, and it is in the course of preparation. 
I think we should have an opportunity to state for the rec¬ 
ord just exactly the detail that we intend to come in with 
if given an opportunity. 

Trial Examiner : I see no reason for counsel’s being 
permitted to make any such statement at this time. If 
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counsel has been unable to prepare sur-rebuttal evidence 
under any condition involving an emergency, the Examiner 
will hear such a statement. But any other statement would 
appear to the Examiner to be out of order. 

Mr. Myse: I don’t understand what the word “emer¬ 
gency” [21220] means, but if I do understand it, this is an 
emergency, and it is as follows: That if we were able to 
prepare the testimony that I mentioned, we would be able to 
refute without a doubt Exhibit 421- 

Mr. Goldberg: Now, Mr. Examiner, may I interpose 
here? I understand that the Examiner has ruled that he 
will not listen to an offer of proof or will not hear an offer 
of proof with respect to testimony which is not prepared; 
that if it is prepared, he is willing to have the witness 
called. 

What the Examiner will listen to is to a detailed specifi¬ 
cation of the material they say they are in the process of 
preparing. ,. 

Mr. Myse : That is exactly what I want to tell the Ex¬ 
aminer at this time. 

Trial Examiner: I do not think anything would be 
added to the record by receiving a detailed statement of 
what Respondents ’ counsel is in process of preparing if he 
is not now ready to present whatever testimony or evi¬ 
dence is in the process of preparation. 

Once again, if there is any matter that has intervened 
since the Examiner first directed Respondents’ counsel to 
put on his sur-rebuttal testimony and evidence that has 
prevented the regular course of preparation of that testi¬ 
mony and evidence, he may state what that was. 

Mr. Myse: That is also what I intended to state by 
[21221] reciting in detail what the evidence would be, and 
pointing out why we have been unable to prepare it. 

Trial Examiner: I think it can be assumed that what¬ 
ever evidence is in course of preparation would relate to 
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the issues in this proceeding,. but the time has come when 
this hearing must be brought to a conclusion. The time 
for the reasonable conclusion of this hearing has long since 
passed. Respondents’ counsel, Intervenors’ counsel and 
Staff counsel have each been given more than a reasonable 
amount of time in which to prepare any evidence that is 
now to be presented in this hearing. 

Mk. Goldberg: Mr. Examiner, may I be heard for a 
moment ? 

Mr. Myse: Before you do that, may I except to the 
Examiner’s rulings? 

Mr. Goldberg : I for one am not willing to assume that 
what Mr. Myse was going to refer to is material or rele¬ 
vant or competent as far as the issues in this proceeding 
are concerned; and I submit, Mr. Examiner, that there 
would be no occasion under any circumstances at all to 
afford the Respondents any additional time—they have had 
more than ample time to prepare anything—even to pre¬ 
pare testimony that is incompetent, irrelevant and imma¬ 
terial 

Mr. Myse : Mr. Examiner, I point out that because you 
have deprived us of an opportunity to state what that de¬ 
tailed [21222] evidence is, I don’t see how anybody can 
tell whether it is material, relevant or competent, and 1 
state to the Examiner that in our opinion it is material, 
relevant and competent. 

Trial Examiner: The basis for the Examiner’s ruling 
is that counsel has had an adequate time to bring forward 
now whatever sur-rebuttal evidence he may have, and in 
using the word “evidence” the Examiner is now calling 
for all material, competent, relevant testimony, and if coun¬ 
sel now states, whatever his statement should be, with re¬ 
gard to that relevance and materiality and competency, 
if he is not now prepared to go forward or state some 
emergency that would require the Examiner in all due rea- 
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sonableness to give him additional time, then counsel’s 
proposed statement can have no effect whatever on the 
Examiner’s ruling. 

Mb. Myse: Do I understand, Mr. Examiner, that you 
will not permit me to state in detail what the evidence 
would be if we were permitted to prepare it in order to 
show the Examiner what the emergency is which requires 
additional time! 

Trial Examiner: You may state what the emergency 
is, but I don’t care to hear what it is if you are now in the 
course of preparing it. It makes no difference. Now is 
vour time to come forward. 

%r 

Mr. Myse: Well, the emergency is as follows: We re¬ 
quire the additional time to prepare the testimony that I 
would have liked to refer to because of its nature, and its 
[21223] nature is as follows: 

One, we would rebut and hereby offer to prove- 

Trial Examiner: Wait just a minute. I think it is 
improper for counsel to make any statement as to what he 
is going to rebut. 

Mr. Goldberg: Apparently they arrive at their con¬ 
clusion first and then prepare to meet that conclusion, Mr. 
Examiner. 

Trial Examiner: Wait just a minute. Counsel ap¬ 
parently is again attempting to describe what his evidence 
would be, and the Examiner admonishes counsel to abide 
by the Examiner’s direction and ruling. 

Mr. Myse: Does that mean, Mr. Examiner, that you 
will not permit me to recite the evidence we would produce 
in order to show the Examiner the nature of the emergency 
that the Examiner referred to! 

Trial Examiner: Will you read that statement, please! 

(The statement was read.) 
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Teial Examinee: You can state the nature of the emer¬ 
gency without citing the evidence. 

Me. Myse : I state to the Examiner that I cannot state 
the nature of the emergency because the emergency de¬ 
pends upon the detailed evidence, and I am unable to go 
into any other detail than to recite the nature of the evi¬ 
dence in order to show that emergency. 

[21224] Teial. Examinee : I am certain that a recitation of 
the nature of the evidence is not necessary in order to con¬ 
form with what the Examiner considers emergency to mean 
in the Examiner’s ruling. 

Now, if there has been any illness, or any incapacity 
of any witness or of counsel, or if records have been mis¬ 
placed and counsel has been unable to locate them, or any 
other matter of that general nature and character, or any 
similar character, then counsel may state it. But if this is 
going to be a recitation of the fact that Exhibit 421 was 
first served on a certain date, vras identified on a certain 
date, was received in evidence on a certain date, and testi¬ 
mony relating thereto was received between certain dates, 
there is no need to try to establish an emergency by mak¬ 
ing any such recitation. 

Me. Myse: I didn’t intend to make any such recitation, 
Mr. Examiner. 

Teial Examiner: If you would disclose what you are 
attempting to do, I would listen to you. 

Me. Myse : I can only do that by reciting in detail the 
evidence we propose to offer in this proceeding. 

Teial Examiner: When you start your statement by 
saying, “We propose to rebut Exhibit 421,” I don’t think 
you are even making an attempt to comply with the Ex¬ 
aminer ’s direction. 

Me. Myse : Do I understand the Examiner will not per¬ 
mit [21225] me to recite in detail the nature of the evidence 
we are now in the process of preparing and would produce 
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if given further opportunity in order that we may show 
the Examiner just why we need that further opportunity? 
Is that the Examiner’s ruling? 

Trial Examiner : I think it would be improper to listen 
to any description of the nature of the evidence under any 
attempt to evade the Examiner’s ruling on an offer of 
proof. 

Mr. Myse: Well, I state there is no intent on my part 
to evade any of the Examiner’s rulings. I merely want to 
state to the Examiner the nature of the evidence we would 
produce if given an opportunity. 

Mr. Goldberg: Mr. Examiner, I submit that the Ex¬ 
aminer has indicated what “emergency” means in his mind, 
and that Respondents’ counsel should address himself to 
that directly. 

Trial Examiner: Well, you may proceed to make a 
statement in conformity with the ruling of the Examiner. 

Mr. Myse: We offer to prove, one- 

Trial Examiner: Just a minute. You are not even 
attempting to comply with the Examiner’s directions. The 
Examiner feels it would be improper to hear any offer of 
proof. 

Mr. Myse: I except to Your Honor’s ruling, and point 
out that we are thereby being deprived of a fair hearing 
under the Constitution and the laws of the United States. 

Mr. Sparks: Mr. Examiner, I believe there are a few 
[21226] matters unfinished. At page 20730 and 20734- 

Trial Examiner: Before we get into that matter, I 
understand that Respondents have no further sur-rebuttal 
testimony and evidence prepared and ready to offer at 
this time? 

Mr. Sparks : It is in the course of preparation, as Mr. 
Myse stated to you, Mr. Examiner. 
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Trial Examiner: But you have none to offer at this 
time as you are now being called upon by the Examiner to 
proceed with your next witness or your next offer of evi¬ 
dence ? 

Mr. Sparks: We have none to present at this time, Mr. 
Examiner, for the reasons which Mr. Myse stated. 

Trial Examiner: Would you he prepared to do so at 
2 o’clock this afternoon? 

Mr. Sparks: No, we would not, Mr. Examiner. 

Trial Examiner: Would you be prepared to do so at 
10 o’clock tomorrow morning? 

Mr. Sparks: No, sir. Mr. Myse was attempting to 
state to Your Honor what we needed to do in the way of 
research and preparation in order to ask for a reasonable 
time, Mr. Examiner, and it would not be two or three days. 

Trial Examiner: You might indicate how much time 
you do have in mind. 

Mr. Myse: Well, I think, Mr. Examiner, that that re¬ 
quires knowledge of what we propose to offer, but I can 
say this: We would need at least three weeks from today to 
[21227] finish the research which has already been in 
progress, and some of which was testified to by Mr. Loane, I 
believe, yesterday. 

Trial Examiner : All right. The Examiner merely ob¬ 
serves you are now requesting as much time to prepare 
your remaining sur-rebuttal as you requested originally to 
prepare all of your sur-i^buttal. 

Mr. Myse: That is correct, Mr. Examiner. We orig¬ 
inally, as I recall it, requested three weeks. After, how¬ 
ever, getting into the details of some of these matters, 
including those referred to by Mr. Loane yesterday, we 
found that the job was a much greater job, as Mr. Loane 
said, than we expected, and it required an analysis of hour- 
by-hour data for a considerable period covering the year 
1946. 
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i Trial Examiner : The Loane investigation is the prin¬ 
cipal basis for your request for three^ weeks’ time? 

Mr. Myse: No, sir, that is only one of several. 

Trial Examiner: I might observe, since you mention 
the witness Loane, that the Examiner made a note the other 
day when that matter was developed on cross-examina¬ 
tion— 

Mr. Goldberg: If the Examiner is referring to the 
matter that is in my mind the witness Loane stated the 
investigation began last week. 

Trial Examiner: That is correct. That related to a 
determination of the cost of backfeed to Penn Water from 
[21228] Baltimore and 'Washington. 

Mr. Myse: That is right, that is one of the studies 
which we are now engaged in and if permitted we would 
show that that cost of backfeed would be substantially less 
than 4.7 mills. 

Trial Examiner: Yes, and you were served with the 
Staff witness’ exhibit on May 23, as to Exhibit 421, and 
Mav 29 as to Exhibit 422, and more than two weeks have 
elapsed since Respondents were required to proceed with 
their sur-rebuttal testimony. 

Mr. Goldberg: Mr. Examiner, beyond that, the ques¬ 
tion of the mill rate to be used in connection with backfeed 
goes all the way back to Exhibit 64. In other words, the 
question of the propriety of any mill rate to be applied to 
backfeed—as to that, they have been on notice—that has 
been involved as long ago as when the hearing first began. 

Mr. Myse: The record will show whatever that is to 
be the fact. I don’t want to argue it, but I do want to 
point out that there was never any use of the 4.7 mill rate 
in the manner Mr. Davis used it until he used it as he did 
in his Exhibit 421. 
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I want to point out to the Examiner that we have 
other studies in the course of preparation in refutation of 
Exhibit 421 which, because of the limited staff we had 
available and the requirement of going ahead with cross- 
examination, required [21229] us to schedule these studies 
at intervals and that explains why the study relative to 
the refutation of the 4.7 mill rate was not begun until last 
week. We had these other studies in connection with 
Exhibit 421 in process of preparation for some time. 

Trial Examiner: If this hearing goes on much fur¬ 
ther I think we will have to revise all of our exhibits to 
bring them up to date. 

Mr. Goldberg: When they say “limited staff,” Mr. 
Examiner, that must be said with a smile. I know we have 
supplied at least as many as 20 copies of many of our ex¬ 
hibits for use by the Respondents’ staff. 

Trial Examiner: If the Examiner does not impose 
some restrictions on the hearing the Examiner is convinced, 
on the basis of the progress of this hearing to date, the 
hearing would go on for another year. You may proceed. 

• # • 

[21265] Trial Examiner: Is there anything further before 
the Examiner rules that the hearing shall now be deemed 
concluded as to the receipt of evidence in this proceeding? 

Mr. Myse: Is that directed to us generally? 

Trial Examiner: Any counsel may respond. 

Mr. Myse: We have stated our position on that matter 
this morning and I won’t burden the record by restating 
it. I refer to the offer to show the Examiner what we had 
in the way of further evidence. We take exception to any 
ruling closing the hearing at this time. 

Trial Examiner : The Examiner will set a date for the 
filing of main briefs which will be 90 days after July 15, 
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which is the date set for the final determination of correc¬ 
tions. Main briefs, therefore, will be filed on or before 
Wednesday, October 15, 1947, and reply briefs will be filed 
on or before Monday, November 17, 1947. 

The hearing is now concluded as to the receipt of evi¬ 
dence and the hearing is recessed to reconvene in this room 
on Tuesday morning, July 15, at 10 o’clock for the purpose 
of the final determination of corrections to the transcript. 

(Thereupon, at 4:47 o’clock P. M., the receipt of 
evidence was concluded, and the hearing recessed until 
Tuesday, July 15, 1947, at 10 o’clock A. M.) 

# • • 

[21279] Trial Examiner: I understand this matter re¬ 
quires no ruling of the Examiner at this time. The Ex¬ 
aminer’s responsibility at this time consists of closing the 
record. Accordingly, under Section 1.155 of the Federal 
Power Commission’s Rules of Practice and Regulations, 
effective June 1, 1938, as amended, the Examiner now de¬ 
clares the record in this proceeding closed, and there being 
nothing further to come before this hearing the Examiner 
proposes to adjourn sine die. 

Mr. Sparks: I would like to state our exception, Mr. 
Examiner, to your closing the hearing at this time, on the 
basis stated by Mr. Myse on July 10, 1947, with regard to 
our offer of further proof. 

Trial Examiner: The hearing is concluded and ad¬ 
journed sine die. 




















